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New York University School of Retailing 


This article is based on store-door interviews of over five thousand 
shoppers in the 34th Street and lower Fifth Avenue areas. The 
interviews were conducted in the spring of 1954 by a committee of 
graduate students of the New York University School of Retailing 


as a part of their regular training in retail research. The Com- 
mittee members included: Margaret A. MacLennan, Robert S. 
Merrifield, Edwina Nevins and Alfred D. Rogers. Evelyn Dawn 
Frazer assisted with supervision. E. B, Foskett, managing director 
to the Customer Preference Clinics, Inc., acted as consultant. 


The desire and need for evening 
shopping on the part of 34th Street 
and Lower Fifth Avenue shoppers ap- 
pear to be on the wane. The shoppers 
continue to walk out of major stores 
in these areas without making pur- 
chases at about the same rate as they 
have done in previous years. They also 
continue to demonstrate little, if any, 
store loyalty. On the other hand, they 
do limit their individual shopping trips, 
tending to visit several stores in one 
area during a single shopping tour. 


Copyright, 1954, New YorK UNIVERSITY 


These findings highlight the latest 
shopping survey * conducted by the Re- 
search Division of the New York Uni- 
versity School of Retailing. 


1 All the previous surveys have been published in 
the JOURNAL OF RETAILING. The first two 
appeared in volume XXVII, no. 3 (fall 1951), 
under the titles of “‘Introducing Tippie, V.I.C.,” a 
survey of Manhattan career girls; and “Ask Your 
Customer,”’ a survey of 14th Street shoppers; the 
third appeared in volume XXVIII, no. 3 (fall 
1952); “Do You Know or Are You Guessing?” a 
survey of 34th Street shoppers; and “Are Walkouts 
Too High Among Lower Fifth Avenue Shoppers?” 
volume XXIX, no. 3 (fall 1953}. 
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Conduct of Survey 


This survey of 34th Street and 
Lower Fifth Avenue shoppers is the 
fifth in a series of shopping surveys 
conducted by the Research Division of 
the New York University School of 
Retailing. The surveys are designed 
to obtain information about the per- 
sonal backgrounds, shopping habits and 
opinions of various groups of New 
York City shoppers. Conducted to 
provide graduate and undergraduate 
students of the School of Retailing with 
practical research experience, each sur- 
vey also makes available a fund of in- 
formation for the merchandising needs 
of each store in the areas under study. 
First of a series of two, this year’s 
survey examines the shoppers in the 
34th Street-Lower Fifth Avenue area 
during the period between the closing 
of McCreery’s and the opening of Ohr- 
bach’s. The second survey in this 
series, to be conducted in the spring 
of 1955, will cover the same area about 
eight months after the opening of Ohr- 


bach’s. In this way, it should be pos- 
sible to identify and measure any 
changes in shopper traffic that may have 
resulted from Ohrbach’s arrival on the 
scene. 

Seven leading department and spe- 
cialty stores are covered by this survey, 


_ four in the 34th Street area and three 


in the Lower Fifth Avenue area be- 
tween 34th and 40th Streets. The 
store-door interview technique was 
used, with student interviewers being 
stationed at all exits of the seven 
stores involved, with instructions to 
interview shoppers leaving the stores 
with or without packages. All inter- 
views were conducted between the 


- hours of 11:30 a.m. to 5:30 p.m. dur- 


ing the week of Monday, March 29, 
through Saturday, April 3. On Mon- 
day, March 29, and Thursday, April 1, 
interviewing was done between the 
hours of 11:30 a.m. to 9 p.m. 
Interview samples were proportional 
to the size of the store. The data were 
machine-tabulated and then analyzed 


PART I. THE SHOPPERS 


1. There were proportionally more 
men shoppers on 34th Street 


than on r 5th Avenue. 

Shoppers 
Leaving 

Store Female Male 
70% 30% 
78 22 
91 9 
92 8 
76 24 
91 9 
79 21 


*A composite figure of 4 of the above stores 
which are located in the 34th St. area. 


2. Relatively more shoppers on 
Sth Ave. were married. 


Shoppers 
Leaving 

Store Yes No 
64 46 
77 23 
66 34 
58 42 


+ A composite figure of 3 of the above stores 
which are located on Sth Ave. between 34th and 
42nd Sts. 


Yo 
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3. 2 in 5 shoppers had children 


under 18 living at home... 


Shoppers 
Leaving 

Store Yes 
re 39% 
42 
36 
36 
29 
41 
39 


No 


61% 


5. There were relatively more em- 
ployed persons among 34th St. 


shoppers. 
Shoppers 
Leaving 
Store Yes 
59% 
59 
46 
57 
39 
53 


Shoppers $151 
Leaving or 
Store More 
31 
30 
31 
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4, ... and 3 in 4 shoppers lived 
within New York City limits. 


Shoppers New Out 
Leaving York of 
Store City. . City 
76% 24% 
77 23 
77 23 
66 34 
71 29 
76 24 
68 32 


6. Of those employed, one half 


worked within a ten-minute 
walk from the store where 
interviewed. 


Shoppers 


Leaving 

Store Yes No 
69 31 
64 36 


$61 $60 Refused 
to or to 
$100 Less Answer 
20% 8% 14% 
21 10 12 
21 7 15 
23 10 11 
28 5 9 
18 7 13 
12 6 19 
21 10 12 
20 6 14 
21 8 13 


any 
ave 
t = 
58 
pe- 64 
ey, 64 
ree 4 
‘he 
61 
61 
61 
en 
to 
ir- 
9, 
n- No 
1, 41% 
44 
he 41 
45 
al 66 
re 54 
d 60 
43 
61 
47 
: 7. 3in 5 shoppers had family incomes in excess of $100 a week. 
$101 
to 
$150 
28% 
26 
22 
26 
37 
22 
28 
26 
$ 30 
27 
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PART II. THEIR SHOPPING HABITS 
8. Almost twice as many shoppers on 34th St. used the subway.+ 


Shoppers 
Leaving 

Store Subway Bus Train Walking Taxi Auto 
59 13 8 15 2 7 
41 17 17 13 3 8 
37 25 19 18 5 5 
ee ae 62 12 9 11 2 6 
36 21 15 18 4 7 
56 15 10 13 3 6 


+ Figures in this table and all subsequent tables similarly marked do not total 100 per cent since some 
respondents gave more than one answer. 


9. Nearly one third of all shop- ll. ... and 1 in 3 was going to 
pers had just come from ; another store... 
another store... Bock Visit 

Shastore Leaving to Another Other 

caving Store Work Store Plans 

Store Work Store Other 19% 28% 53% 
31% 28% 41% 15 22 63 
32 20 48 11 48 41 
17 56 27 25 32 43 
G 28 21 15 32 53 
28 31 41 5th Age. 22 43 35 
Sth Ave. Terr 24 oe 44 All es 17 35 48 


10. . . . and of these, 3 in 5 had come from a store in the same area . . .« 


Shoppers Lower Upper 
Leaving 34th St. 5th Ave. 5th Ave. 57th St. Other 
Store Stores Stores Stores Stores Stores 

79% 12% 3% 1% 5% 
57 26 2 15 

71 19 2 1 7 
17 67 6 1 9 
56 32 3 1 8 
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12. 
34th St. 
Store Stores 
50 
12 
11 


in the same area. 


Lower 
5th Ave. 


Stores 


14% 


13. 2 in 5 lived near a branch of a 
big New York City Store... 


Shoppers 


Leaving 

Store Yes 
43 
40 
19 
32 
41 
27 


15. Proportionately more 34th St. 
shoppers preferred evening 


shopping hours. 
Shoppers 


Leaving Before 
Store Noon 6 P.M. 
28% 39% 
29 43 
27 41 
26 58 
28 42 
32 56 
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6 P.M. 


Upper 


5th Ave. 57th St. Other 
Stores Stores Stores 
2%  —% 12% 
2 16 
1 7 
1 5 
2 2 10 
6 6 
10 2 12 
2 10 
5 1 10 
3 1 10 


14. ... and, of these, a majority 


shopped the branches. 


Shoppers 
Leaving Regu- Occasion- 
Store larly ally 
21% 53% 
30 47 
24 64 
28 57 
23 53 
29 24 
48 


PART III. THEIR PURCHASES 
16. Over half the shoppers had 


made purchases .. . 


Shoppers 

Yes 
53% 
60 
36 
41 
58 
51 
57 
51 


97 
Know 
| 13% 
19 13 
28 10 
6 4 
47 27 
67 10 
53 7 
16 10 
54 17 
28 12 
No Never 
61% 26% 
57 25 
60 25 
62 23 
81 17 
68 12 
66 15 
59 24 
73 47 
62 28 
to 
9 P.M. No 
33% 47% 
28 40 
30 64 
32 62 
7 48 
11 59 
16 42 
30 49 
12 43 
26 49. 
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17. . . . and half of these purchases were women’s items.} 
Shoppers Classification of Merchandise Purchased 
— ‘Men Women Children Home Other 
20% 42% 11% 20% 15% 
18 42 13 25 14 
6 83 9 1 4 
25 63 11 6 6 
10 11 15 1 14 
11 59 16 20 14 
18 46 12 18 12 
11 63 16 9 12 
18. Many shoppers walked out of 
stores without making planned 
purchases ... 
Shoppers 
Leaving 
Store Yes No 
37% 63% 
37 63 
44 56 
32 68 
34 66 
19. . . . mostly of women’s merchandise . . .{ 
Shoppers 
Leaving 
Store Men Women Children Home Other 
17% 52% 6% 19% 8% 
Pipsbkbensnsstbnetesannnne 12 44 8 28 11 
5 80 9 1 5 
15 63 6 10 8 
27 55 18 1 8 
7 82 7 5 
idsisdkbascnbascdieasians 8 66 14 10 4 
13 56 7 17 8 
12 67 14 5 6 
13 63 10 8 6 
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merchandise selections.” 
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20. ... and the chief reason given for not warns was “inadequate 


Tone Inadequate Poor Price 
Store Selection Service Too High 
61% 5% 5% 
63 3 12 
81 2 8 
65 3 8 
errr 58 3 7 
63 3 8 


Just 
Looking 


13% 
12 


PART IV. THEIR RATINGS OF STORES 
21. Shoppers rated one store outstanding for value .. . 


Shoppers 

Leaving 

Store A 
35% 
14 
14 
ton 19 
+ 
1 
21 
+ 


DN FWA & 


* Another store in the 34th St.-5th Ave. area. 


Shoppers 
Leaving 

Store A 
15% 
6 
3 
2 
8 
1 


| 


* Another store in the 34th St.-Sth Ave. area. 
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F 
1% 


= 


oO DH WWD 


Out of 
Stoc Other 
11% 12% 
12 8 
9 5 
15 5 
7 3 
11 9 
20 3 
12 8 
14 3 
12 7 
Don’t 
G is Know 
7% 8% 7% 
9 6 3 
8 10 8 
8 8 5 
21 20 14 
15 19 16 
35 13 15 
8 8 7 
24 17 15 
16 12 8 


SLR 


second outstanding for quality of merchandise offered . . . 


Don’t 
Know 


7% 
3 


H * 
16% 
17 


6 
4 
4 
7 
16 9 
4 
18 10 

6 


= 
8 
6 
9 
2 
12 
10 
9 
| 10 
B Cc D E 
0% 
60 
41 
45 
19 
26 
19 
46 
21 
34 
18% 1% 3% 
29 2 4 
11 7 3 
17 2 3 
8 16 
7 
4 1 2 
22 3 3 
6 1 7 
18 2 4 
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23. +... and voiced mixed opinions about the friendliness of service. 


Shoppers 

eaving 

Store A B Cc 
28% 20% 2% 
9 38 3 
6 14 16 
Wes 13 23 2 
4 9 1 
2 9 1 
1 3 1 
14 28 4 


* Another store in the 34th St.-5th Ave. area. 


24. They bought the most in the store where they felt they got the most © 


Don’t 

E F G Know 

2% 2% 15% 15% 12% 
3 2 21 15 6 
4 1 24 18 13 
2 2 18 15 10 
20 2 24 18 22 
1 17 21 14 35 
3 5 50 17 19 
3 2 20 15 9 
9 6 34 17 24 
4 3 23 16 13 


for their money. 


Shoppers 

eaving 

Store A B Cc 
| 20 42 3 
van 5 17 1 
3 21 1 
7 16 1 
18 46 4 
5 17 1 
15 40 3 


* Another store in the 34th St.-5th Ave. area. 


for individual stores, for each of the 
two areas, and for all stores as a group. 
The findings are divided into four 
parts: (I) The Shoppers, (II) Their 
Shopping Habits, (III) Their Pur- 
chases, and (IV) Their Ratings of 
Stores. They are presented in tables 
to permit easy and practical compari- 
sons between each area and among the 
shopper groups leaving each of the 
seven stores. 


Changes Since Previous Surveys 


The 1952 and 1953 surveys por- 
trayed a representative picture of shop- 


Don’t 

E F G Know 

1% 2% 10% 9% 4% 
3 1 12 9 Z 
4 2 12 15 5 
2 2 7 10 2 
23 13 12 
4 18 29 22 1 
5 5 38 16 7 
2 2 10 10 3 
12 7 31 16 7 
5 3 15 11 4 


pers in the 34th Street and Lower 
Fifth Avenue areas, respectively. This 
year’s survey covers samples of shop- 
pers from both areas. Has anything 
happened in the past year to change 
the picture indicated by the previous 
surveys of shoppers, their habits, and 
their attitudes toward stores? 

First, let us look at the figures which 
remained fairly constant. In the Fifth 
Avenue area women continued to out- 
number men in about the same pro- 
portion as in 1953. Approximately 
the same proportion of all shoppers, 
three out of four, were under 45 years 


I 
( 
I 


ce. 


0 
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of age and represented almost the same 
purchasing power, since in all surveys 
over half the shoppers questioned had 
family incomes in excess of $100.00 
per week. 


Possible Significance of Changes 


While all surveys show a majority 
of shoppers to be New York City resi- 
dents, the 1954 survey discloses a slight 
but noticeable decline in the proportion 
of New York City residents to subur- 
banites in the 34th Street area. Might 
this not be the first measurable indica- 
tion that the suburban shoppers are 
staying at home to shop? Or, is this 
merely a reflection that more New 
Yorkers are shopping the 34th Street 
area ? 


Decline in Preference 
for Evening Shopping 


In 1952, half the 34th Street shop- 
pers stated that they found evening 
shopping hours more convenient; yet, 
in 1954, less than one third preferred 
to shop from 6 p.m. to 9 p.m. In the 
Fifth Avenue area there was also a 
sizable drop from 1953 to 1954 in the 
proportional number of shoppers find- 
ing it more convenient to shop eve- 
nings. What are the reasons for this 
drop? Might it be due to the influence 
of a shorter work week? Can overtime 
work have lessened to the extent that 
working shoppers are finding they can 
arrange to shop during the course of 
the ordinary business day? This possi- 
bility might be borne out by the state- 
ments of over half of the shoppers in 
both areas that they worked within a 
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ten-minute walk of the store where 
interviewed. 

Has there been any change in the 
type of merchandise wanted or bought 
by shoppers in the past two years? 
Has the postwar boom in household 
furnishings buying come to an end? 
Does the decline in evening shopping 
preference mean that shoppers no 
longer rush to shop for housewares in 
areas where broad and deep selections 
are available and for which they usu- 
ally shop as a family unit? If the above 
speculations are based on reality, eve- 
ning shopping hours might no longer 
be as convenient or as necessary to 
potential shoppers. 


Shopper Traffic Pattern 


The transportation pattern is a con- 
flicting one. Nearly twice as many 
shoppers in the 34th Street area use 
the subway as do those in the Lower 
Fifth Avenue area, with the favorite 
lines for both groups being the BMT, 
6th, 7th, and &th Avenue lines. The 
Lexington Avenue line is used by about 
one shopper in ten, although Fifth 
Avenue shoppers seem to favor this 
line slightly more than do the 34th 
Street shoppers. Nearly twice as many 
Fifth Avenue shoppers use bus travel 
as do 34th Street shoppers. The Fifth 
Avenue bus line is the favorite. 

Train-riding shoppers who arrive at 
Grand Central Station shop the Fifth 
Avenue area mainly, while those who 
arrive at Pennsylvania Station seem to 
patronize the 34th Street area. Of 
those shoppers who utilize the Hudson 
Tubes for transportation, four in five 
shop in the 34th Street area, whereas, 
only one in ten, Fifth Avenue. 
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There are apparently nearly twice as 
many walker-shoppers on Fifth Ave- 
nue as on 34th Street. On the other 
hand, nearly twice as many Fifth Ave- 
nue shoppers travel by taxi. 

Shoppers appear to limit individual 
shopping tours to one area. The find- 
ings appear to indicate rather definitely 
that “once in the area, they stay.” 
Nearly two thirds of the 34th Street 
shoppers stated that they planned to 
remain in the same area for additional 
shopping, and over one half of the 
Fifth Avenue shoppers had the same 
plans. Further support to this possi- 
bility is given by the statements of al- 
most two thirds of all shoppers that 
they had already been to at least one 
other store within the area where inter- 
viewed. The reciprocal flow of shop- 
pers between the two areas seems to be 
about even, with one in six shoppers 
indicating that they planned to shop 
later in the other area. 


Shopper Likes and Dislikes 


In 1954 two in five shoppers in both 
areas walked out of stores without 
making intended purchases. This is 
about the same situation found in pre- 
vious surveys. Three times out of five, 
customers walked out because they 
couldn’t get exactly what they wanted. 
Although “inadequate selection of mer- 
chandise” was the chief reason cited 
by all nonpurchasing shoppers, a fur- 
ther breakdown reveals that the wanted 
style was not in stock. “Wrong color” 
and “wrong size” explanations com- 
bined did not equal the style complaint. 
“Out of stock” accounted for more 
than one tenth of walkouts, while 
“price too high” and “poor service” 


accounted for fewer walkouts than last 
year. “Brand” inadequacy was rela- 
tively unimportant in the scale of no- 
sale reasons, which might indicate that 
if the stores had had the wanted mer- 
chandise, part or all of these walkouts 
might have been converted into sales. 

Might this large proportion of walk- 
outs be due largely to the fact that these 
merchants’ stocks are “inventory-poor” 
. . . that they are filled with slow-mov- 
ing items, or that stock has been cut 
unnecessarily fine? That there has been 
no appreciable decrease in the number 
of walkouts between surveys should 
provoke an intensive examination of 
inventory on the part of retailers who 
wish to improve this situation. 


Nebulous Store Loyalty 


Most shoppers stated that they 
bought heavily from the store where 
they felt they received greatest value 
for their money . . . though, in their 
opinions, this was not necessarily the 
store which carried the highest quality 
of merchandise. The question of store 
friendliness appears to be relatively un- 
important, or, at least uninteresting to 
many shoppers, judging by the large 
number of shoppers from both areas 
who answered “do not know” to a re- 
quest to rate the most friendly store 
(cf. Table 24). 

It is relatively difficult to ascertain 
why shoppers’ habits fall into certain 
grooves ; it is somewhat easier to iden- 
tify the grooves themselves. 1954’s 
survey indicated that of all shoppers 
interviewed, nearly one third had al- 
ready come from another store and the 

(Continued on page 139) 
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A Yardstick for Jewelry Advertising 


KAREN R. GILLESPIE 


Associate Professor of Retailing 
New York University School of Retailing 


During the annual meeting of the 
American National Retail Jewelers As- 
sociation in August 1954, those who 
sell jewelry were advised to increase 
their newspaper advertising for the 
coming season “to turn today’s bright 
outlook for increased sales into reality 
during the balance of 1954.” ? 

But before spending those additional 
dollars on advertising, a jeweler should 
stop, look, and consider the ads he has 
run over previous periods. 


How Good Are Your Jewelry 
Advertisements? 


Have you “appraised” your jewelry 
advertising lately? Is it “perfect”— 
“flawless”? Or does it occasionally 
“simulate” better advertising? And is 
some of it, by chance, actually “false 
and misleading” ? 

In appraising jewelry advertising re- 
cently, we came up with some “gems” 
—figuratively speaking, of course. We 
analyzed 174 advertisements, gleaned 
from seven newspapers as advertised 
by jewelry firms, department or spe- 
cialty stores, and jewelry manufac- 
turers in New York City during a two- 
week period in April 1954. Advertise- 
ments were taken daily and on Sunday 
from the Daily Mirror, The New York 
Times, the New York World-Telegram 

1Irving, N. Chayken, chairman, Jew !ry Industry 


Council, American National Retail Jewelers As- 
sociation, 
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and Sun, the New York Post, the New 
York Herald Tribune, the Daily News, 
and the New York Journal-American. 


Who Advertises Jewelry? 


Of the 174 advertisements analyzed, 
two thirds were run by jewelry chain 
or single-unit stores, and approxi- 
mately a third by department or spe- 
cialty stores. Manufacturing jewelers 
ran only one in twenty of the ads. 
However, two fifths of all the ads were 
run by a single jewelry chain. The 
next most frequent advertiser was an- 
other jewelry chain organization. 


In What Space? 


The size of the advertisements pre- 
sents quite a different picture from the 
frequency. Although some jewelry 
store advertisements were large, their 
average size was only one half the size 
of the average manufacturer’s, and less 
than one eighth the size of the average 
advertisement run by department and 
specialty stores. Department and spe- 
cialty store advertisements averaged 
1,254 agate lines; manufacturers, 304 
agate lines; and jewelry stores, 152 
agate lines. 


What Merchandise? 


Diamonds, watches, other fine jew- 
elry (including religious items), and 
costume jewelry were the four classi- 
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TABLE 1 


Percentage Distribution of Advertisers, Advertisements, and Total 
Advertising Lineage—by Type of Advertiser 


Advertising 
Type of Advertiser Advertisers Advertisements Lineage 
Department and specialty stores............. 46% 31% 53% 
TABLE 2 
Classification of Items Advertised—by Type of Advertiser * 
: Other Fine Costume 
Type of Advertiser Diamonds Watches Jewelry Jewelry 
Department and specialty stores............. 13% 16% 49% 82% 


* Percentage figures in this table do not total 100 per cent, since many advertisements included more than 


one item. 


fications used in this study. Since de- 
partment and specialty stores did the 
bulk of the costume jewelry advertis- 
ing, and since their advertisements 
were about eight times the size of 
the jewelry store advertisements, the 
amount of space given to costume 
jewelry, when advertised, proved to be 
many times greater than the amount 
of space devoted to costly diamonds 
and watches. 


Is Advertising Well Illustrated? 


Jewelry advertisers during the period 
analyzed were consistent in showing 
the jewelry either by drawing or by 
photograph in their advertising. Nine- 
teen in twenty of the advertisements 
illustrated the merchandise in some 
way. Jewelry stores and manufacturers 
used no ads without illustrations. De- 
partment and specialty stores  illus- 


trated nine in ten of their advertise- 
ments. Line drawings were used in 
over three fourths of the advertise- 
ments, photographs in the rest. 


Are Illustrations Enlarged? 


Photographs can do comparatively 
little except to show the jewelry as it 
is. However, as indicated above, the 
majority of the advertisements were 
illustrated by drawings, in which the 
actual appearance of the jewelry can 
be vastly altered. Of course, when 
changes are made, the phrase “enlarged 
to show detail” is supposed to be noted 
in the copy. In the diamond advertise- 
ments, where the merchandise lends 
itself to glamorized treatment, almost 
nine tenths were illustrated by draw- 
ings. Of these, two thirds specified 
that the drawing had been enlarged. 
A few made no mention of enlarge- 
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ment and could have been drawn to 
scale. The remaining advertisements 
(26 per cent) were obviously not de- 
picted in actual size, and yet no men- 
tion was made of enlargement. 

Of the diamond advertisements using 
photographs, only one stated “all pho- 
tos actual size.” Since this was for 
jewelry selling at $3,000 and up, and 
all the stones were very large, it no 
doubt seemed advisable to let the cus- 
tomers know the stones were actually 
as large as they appeared to be. No 
reference to size was made in the other 
advertisements using photographs of 
diamonds, but none appeared to be 
enlarged. 

How misleading is the statement, 
“enlarged to show detail”? Since there 
is no gage by which the prospective 
customer can estimate the degree of 
enlargement, it is impossible to deter- 
mine what the actual merchandise looks 
like. The angle of drawing may also 
distort the perspective, so that a ring 


TABLE 3 
Nature of Illustrations Used in Advertisements—by Type of Advertiser 
Type of Advertiser Drawing Photographs None 
Department and specialty stores............. 42% 45% 13% 
TABLE 4 
Nature of Price Quoted in Advertisements—by Type of Advertiser 
No Price 
Type of Advertiser Sale Price Regular Price’ Mentioned 
Department and specialty stores............. 49% 47% 4% 
47% 48% 5% 
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whose shank appears to be only slightly 
larger than actual size, might have a 
diamond balanced in the top prongs 
that is really impressive looking. In 
some drawings, appearing to be actual 
size, a one-half carat stone set in a ring 
was as large as a genuine one-carat 
stone. Two rings priced together for 
$49.95 contained five stones, appearing 
to be one-quarter carat in size each, plus 
a larger stone of apparent carat size. 
One wonders what the customer thinks 
when he sees the ring and its diamonds 
that are in reality very tiny! 

One jewelry store ran two ads with 
similar merchandise. The first adver- 
tisement showed a ring with six mod- 
est-sized diamonds. The copy stated 
“enlarged to show detail,” and the price 
specified was $75.00. The second ad- 
vertisement contained an_ illustration 
with each of the five diamonds in the 
ring portrayed as large as one-carat 
stones. No reference was made to any 
enlargement, and the price for this ring 
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was $45.50! Was this retailer attempt- 
ing to mislead Mr. and Mrs. Consumer 
—or was his advertising department 
simply careless in its copywriting ? 


Handling of Price and Tax 


Almost all of the advertisers were 
scrupulous about listing price. Excep- 
tions occurred when the ads were 
strictly institutional, when service was 
offered (appraisals, buying of old jew- 
elry, etc.), or when announcements 
were made, such as, “All our jewelry 
is now marked down to reflect the ten 
per cent reduction in federal tax.” 
About half of the advertisements cited 
sale price, the other half regular price. 

The explanation of federal excise 
tax, which was 10 per cent at the time 
of this study, varied in different stores. 
Over one half of the advertisers stated 
that the tax was extra. Almost a third 
said the tax was included in the price, 
and the remainder (about 16 per cent) 
did not mention it at all. One jewelry 
store consistently included the tax in its 
advertisements of regular-priced mer- 
chandise, but on the sale items, the tax 
was always specified as “extra.” 


Is Jewelry Fashionable? 


If we answer this by the advertise- 
ments under consideration, the answer 
for diamond jewelry would be “no,” 
for watch jewelry “only slightly,” for 
fine jewelry, “somewhat,” and for cos- 
tume jewelry, “yes indeed.” Not one 
diamond advertisement made any refer- 
ence to the importance of this potent 
buying motive. Only one watch adver- 
tisement referred casually to “fashion.” 
Since watch manufacturers spend thou- 


sands of dollars bringing out new styles 
yearly, fashion seemed a sadly over- 
looked factor. Fine jewelry advertise- 
ments had a total of two references in 
three advertisements to this all-impor- 
tant buying factor, with the statements: 
“Highlight your Spring Fashions 
with earrings of 14K gold... . An 
ideal choice for gift giving and per- 
sonal wear in any season of the year.” ? 
“A rare opportunity to purchase 
today’s jewels of fashion . . . tomor- 
row’s cherished heirlooms.” * ¢ 
But if fashion was neglected by re- 
tailers offering diamonds, watches, and 
fine jewelry, it was featured in many 
costume jewelry advertisements. A few 
of these fashion tips for readers were: 
“There’s fashion sparkle-a-plenty in 
our Spring Rhinestone Jewelry.” ° 
“It must be white-lit gold! . . . the 
big costume jewelry news is ’s 
beautifully cool and sparkling-fresh col- 
lection of bracelets and earrings... . 
It’s perfectly wonderful from this 
moment on.” ® 
“Ropes are the new length to which 
jewelry fashions go . . . chalk white 
beads to wear many ways; best of all 
to wear in pairs.” 7 
“A scintillating highlight of the great 
French collections . . . the crystal jew- 
els that touched the beautiful clothes 
with subtle soft-light sparkle.” ® 
2 Black, Starr & Gorham, The New York Times, 
April 4, 1954. 


8Jay Thorpe, The New York Times, April 4, 
1954. 

4Jay Thorpe, New York Herald Tribune, April 4, 
1954. 

5 Hearn’s, New York Post, April 2, 1954. 

® Franklin Simon, The New York Times, April 8, 
1954, 

7B. Altman & Co., New York Herald Tribune, 
April 6, 1954. 

8 Macy’s, New York Herald Tribune, April 4, 
1954, 


YARDSTICK FOR JEWELRY ADVERTISING 


TABLE 5 
Method of Handling Federal Excise Tax in Advertisements—by Type of 
Advertiser 
Tax Included 
in Advertis No Mention 
Type of Advertiser Price Tax Extra of Tax 
Department and specialty stores............. 8% 84% 8% 
45 33 22 
30% 55% 15% 
TABLE 6 
Terms Used Ten or More Times in Jewelry Advertisements 
Fine Costume 
Terms Diamonds Watches Jewelry Jewelry Total 
Happiness (trade-name) 34 34 
Engagement and wedding band............... 29 29 
Matched bridal duet or 18 18 
Sanford’s (trade-name) -- 15 15 
206 164 162 161 692 
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The Urge to Buy 


Although fashion was the most neg- 
lected buying motive, the advertisers 
did, on occasion, stress the factors of 
quality, usefulness, and low price. 
Quality in diamonds was featured by 
such statements as: 


“The way to eternal beauty—emerald 
cut diamonds with pristine lights that 
never fail. This beauty can be yours, 
eternally bursting with tremendous fire. 
Enduring in value, too, because 
make sure your diamond investment is 
right.” 9, 10, 11 

“Bursting with eternal fire. ... 
Breathtaking beauty, magnificent color. 
The kind of diamond ring which en- 
dures in beauty and value for genera- 
tions.” 


Usefulness of the diamond jewelry 
included such statements as: 


“Fine, sparkling . . . diamonds for 
the lovely bride. For her happiest 
moment choose a gold ring.” *8 

“Bridal pair for the Easter Bride.” ** 

“Perfect diamond for an Easter 
Engagement.” 

“Famous Duo-Lock sets that 
won't twist—stay neatly locked to- 
gether.” 16, 17, 18, 19 

Price was featured mainly by refer- 
ence to the reduced tax, as: 


®Lambert Brothers, Daily News, April 2, 1954. 

Lambert Brothers, The New York Times, 
April 13, 1954. 

Lambert Brothers, The New York Times, 
April 1, 1954. 

2 Lambert Brothers, The New York Times, 
April 12, 1954. 

18 Busch’s, Daily Mirror, April 1, 1954. 

4 Busch’s, Daily Mirror, April 8, 1954. 

15 Busch’s, Daily Mirror, April 9, 1954. 

16 Finlay Straus, Daily News, April 8, 1954. 

% Finlay Straus, Daily Mirror, April 9, 1954. 

18 Finlay Straus, Daily Mirror, April 4, 1954. 

’ Finlay Straus, Daily News, April 1, 1954. 


“And remember, now that the Fed- 
eral Tax has been reduced, you save an 
additional 10%.” 7° 


Watch advertisers told quality- 
minded customers: 


“You'll be delighted with the smart 
new styling and dependable accuracy of 
these magnificent , a name backed 
by acentury of precision and craftsman- 
ship.” ** Bargain hunters were urged 
to “Save $12 on your Easter gift” ** 
or “Take advantage of our most sensa- 
tional watch value in years.” ** Useful- 
ness was stressed in more detailed 
statements like these: 


“The cleverly concealed hinges en- 
able the watch to be opened or closed 


over the wrist.” 25 26 


“Tells time, day, and date at a 
glance.” ** 

“Automatic—just set it—and forget 
it. Winds itself. Winds while you 
work. Winds with the motion of your 
wrist.” 2° 

“3 multi-function dials automatically 
coupled to give you accurate, unbroken 
time lapses—measures speed and dis- 
tances of moving objects—horses, cars, 
race events, planes, etc. Ideal for tim- 
ing photography processes, TV and 
radio programs. Plus the fact that it’s 
a watch of such handsome design it 
will win admiration wherever you wear 
it... . Trim and highly functional, it 

*S. Klein, Daily News, April 2, 1954. 

1 Finlay Straus, Daily Mirror, April 1, 1954. 
2 Busch, Daily Mirror, April 8, 1954. 

3% Finlay Straus, Daily Mirror, April 1, 1954, 
*% Busch’s, Journal American, April 9, 1954. 
® Busch’s, Daily News, April 6, 1954. 

2° Busch’s, Daily News, April 8, 1954. 

27 Busch’s, Daily Mirror, April 11, 1954. 


8 Finlay Straus, Daily Mirror, April 11, 1954. 
2 Finlay Straus, Daily News, April 7, 1954. 


(Continued on page 130) 
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Do Stores Favor 
Manufacturer-Paid Spifts? 


T. DART ELLSWORTH 


Director, Research and Publications Division, 
New York University School of Retailing 


A Study of Store Attitudes Toward Manufac- 
turer-Paid Spiffs in Retail Bedding Operations 


In a majority, stores view manufac- 
turer-paid spiffs in retail bedding op- 
erations with disfavor. Their most- 
voiced objections range from complaints 
that such spiffs force the sale of wrong 
merchandise to customers and raise 
merchandise costs to claims that spiffs 
represent an invasion of store em- 
ployer-employee relations, as well as 
upset store merchandising plans. In 
short, a recent New York University 
School of Retailing survey discloses a 
strong sentiment among respondent 
stores in favor of bedding manufac- 
turers discontinuing spiffs and letting 
the stores manage themselves. 


Reason for Survey 


The survey developed out of growing 
concern in the trade over current trends 
in the use of manufacturer-paid spiffs 
in retail bedding operations. Used to 
encourage the sale of higher priced 
bedding units, spiffs have a sound ob- 
jective. However, bedding manufac- 
turers seemed to be using spiffs as a 
competitive weapon on an increasing 
scale. Too, the manufacturers appeared 
to have failed to keep their spiffs pay- 
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ments adjusted to a changing price 
structure. 

The survey was conducted (1) to 
obtain first-hand information from re- 
tail stores about their spiffs arrange- 
ments with bedding manufacturers, and 
(2) to learn the attitudes of these 
stores toward manufacturer-paid spiffs 
and how they feel such arrangements 
affect retail operations. 


Conduct of Survey 


A special questionnaire, designed in 
consultation with specialists in the bed- 
ding trade, was mailed to a selected list 
of 430 furniture stores and 256 depart- 
ment stores—a total of 686 retail stores. 
In all, 140 stores—81 furniture stores 
and 59 department stores—returned 
usable questionnaires. The figures rep- 
resent a 20.2 per cent response. 

The returned questionnaires were 
analyzed and tabulated by size and type 
of store. The findings are shown in the 
succeeding series of tables, each of 
which has been captioned to highlight 
its most significant aspect. An evalua- 
tion of the data follows the tabular 
presentation. 
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1. Furniture stores outnumber de- 2. The average store carries four 
partment stores three to two brands of mattresses. 
among the respo ndents. Store Type and Numbers of Brands Carried 
Annual Sales — 
Store Type and ($ Millions) Range Average 
Annual Sales 
($ Millions) Per Cent Department ........... lto 7 4 
23 20 and over......... 3to 7 + 
19 1 to 12 4 


3. Furniture stores report the larger percentage of unit mattress sales in 
the higher price ranges.* 


Distribution of Unit Mattress Sales By Price ¢ 


Store Type and $30.00 $40.00 $50.00 $60.00 4 
Annual Sales Under _ ee to to to Over 
($ Millions) $30.00 $39.99 $49.99 $59.99 $69.99 $70.00 
10 40 20 10 15 5 
10 30 20 15 20 5 
10 35 20 10 20 5 


* Unless otherwise noted, figures opposite each store classification in this and all succeeding tables represent 
percentage of stores in classification. 
7 Many stores reported unit sales figures rounded off to nearest five points. 


4. Over half of the stores have “spiffs” arrangements with three or more 
bedding manufacturers. 


Percentage Distribution of Stores, by Number of 


Store Type and Spiffs Arrangement Per Store 
Annual Sales 
($ Millions) 0 1 2 3 q* 
8 8 4 28 52 
16 13 22 19 30 
16 6 23 15 40 


* This tabulation is not to be interpreted that no store had spiffs arrangements with more than four manu- 
facturers. To keep the questionnaire reasonable in size, space was allowed only for stores to report a maximum 
of iour such arrangements. 
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5. There is little relationship between amount of manufacturer-paid spiffs 
and price of mattress. 


Percentage Distribution of Stores Paying Spiffs to Salesmen by Highest 
Rate of Manufacturer-Paid Spiffs by Price Line 
A. 


E $30.00 $40.00 $50.00 $60.00 i 
$ Amount Under to to to to Over 
of Spiffs $30.00 $39.99 $49.99 $59.99 $69.99 $70.00 
5 18 50 50 6 
5 14 29 27 
Per Cent of All Stores... 4 24 68 80 99 72 
6. Four in five stores pay spiffs 7... . seven in ten stores paying 
to salesmen on basis of indi- spiffs pass on spiffs to sales- 
vidual performances . . . men in exact amounts desig- 
Indi- nated by manufacturers .. . 
vidual 
Sales- Tye ming 
= No Mill ions) Yes No 
($ Millions) ance Other Spiffs ee 78 22 
8&3 2 15 85 15 
85 12 68 32 
Under 1 72 9 19 69 31 
80 5 15 


8... . but more than half of respondent stores don’t like present spiffs 


arrangements. 
n Pay Spi 
($ Millions) Like Don’t Like Don’t Like Spiffs 
14 19 15 
41 15 26 18 
45 13 23 19 
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Indiscriminate Payments 


In this survey, spiffs are defined as 
“financial incentives paid by a bedding 
manufacturer in connection with the 
sale of specific items in his line at the 
retail level.” The purpose of sptffs is 
to encourage the sale of higher-priced 
bedding units. The survey findings in- 
dicate that bedding manufacturers seem 
to have lost sight of this objective. 

Today, bedding manufacturers ap- 
pear to be using spiffs as a competitive 
weapon. They pay spiffs indiscrimi- 
nately and without plan. For selling a 
mattress alone, they pay spiffs ranging 
in amount from twenty-five cents to 
five dollars; and for a mattress and 
spring in combination, the amount, 
whatever it is, is usually doubled. Nor 
is the dollar amount of the spiffs paid 
necessarily governed by the price of 
the mattress sold. There is considerable 
likelihood that a bedding manufacturer 
will offer to pay a retail salesman as 
much for selling a mattress at thirty 
dollars as for selling one at fifty, sixty, 
or even eighty dollars. The whole ar- 
rangement suggests excessive compe- 
tition and expediency. 


Retailers’ Dislike Is Evident 


Large and small retail stores alike 
generally pay spiffs to their salesmen 
on basis dictated by manufacturers. 
But the stores in a majority dislike 
current manufacturer-paid spiffs prac- 
tices. The dissenters fall into three 
general groups: 

1. Stores that pay sptffs on desig- 
nated basis—but don’t like. 

2. Stores that pay spiffs on other 
basis—but don’t like. 

3. Stores that pay no spiffs. 


Pay Spiffs on Designated Basis— 
Don’t Like 


Of the stores opposed to spiffs, about 
three in ten pay spiffs on basis desig- 
nated by manufacturers. This category 
includes about the same relative num- 
ber of department stores as furniture 
stores. Proportionately, more large 
stores than small stores are numbered 
among this group of dissidents. 


Pay Spiffs on Other Basis— 
Don’t Like 

The stores paying spiffs to salesmen 
on basis other than that designated 
by manufacturers—but disliking spiffs 
—are the most numerous of the three 
opposition groups. They include almost 
half of all stores opposed to spiffs. 
There are relatively more furniture 
stores than depar:ment stores and more 
large stores than small stores in this 


category. 


Pay No Spiffs 


Stores paying no spiffs slightly out- 
number the stores paying spiffs on 
basis designated by manufacturer, de- 
spite their dislike for spiffs. This op- 
position group includes about the same 
relative number of large and small de- 
partment stores and small furniture 
stores. A large furniture store is only 
half as likely to be found among the 
stores paying no spiffs as is a small 
furniture store or a department store. 


Reasons for Dissatisfaction 


The dissatisfaction expressed by a 
majority of respondent stores with 
manufacturer-paid spiffs centers about 


né 
St 
tic 
st 
sa 
st 
lie 
Sz 
| S 
tl 
ti 
si 
it 
| 
n 
t 
n 
p 
| 
l 
r 
i 
f 
] 


DO STORES FAVOR MANUFACTURER-PAID SPIFFS? 113 


several types of complaints. And the 
nature of a store’s dissatisfaction with 
spiffs appears little affected by the par- 
ticular opposition group in which the 
store is found. 

First, stores feel that spiffs force the 
sale of wrong merchandise to their 
customers. This attitude is fairly well 
summarized by these store comments: 

Department store (under $20 mil- 
lions) —‘‘The differences in spiffs cause 
salespeople to push sales of inferior 
products in order to get higher spiffs.” 

Furniture (under $1 million). . . 
Spiffs create an inordinate attempt on 
the part of our salesmen to sell par- 
ticular merchandise to the exclusion of 
other goods possibly of greater value. 


Furniture store (under $1 million) — 
“We are against spiffs over one $1.00 
since it may sway a salesman from sell- 
ing what he knows to be best for the 
consumer to a less satisfactory item 
with a higher spiff.” 

Furniture store (over $1 million).— 
“.. . The salesman will push the mat- 
tress with the greatest incentive.” 

Second, stores complain that spiffs 
increase merchandise costs. Store com- 
ments reflecting this opinion are: 

Department store (under $20 mil- 
lions).—“. . . Spiffs are loaded into 
the price. The consumer actually pays 
the spiff. We should offer the best 
merchandise at the best price without 
penalizing the customer with the cost of 
spiffs.” 

Department store (over $20 mil- 
lions).—‘“ Manufacturers’ incentives 
raise the cost of merchandise. Would 
welcome unified effort on part of manu- 
facturers to discontinue practice.” 
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Furniture store (under $1 million) .— 
“The whole system is wrong. Give re- 
tailer best price and let him merchan- 
dise and P M the goods.” | 
Furniture store (under $1 million) .— 

. our main resource does not allow 
spiff. Price of its merchandise is gener- 
ally lower than competition for quality 
goods.” 

Furniture store (over $1 million). — 
“We believe the amount paid in spiffs 
should be taken from the cost, thereby 
increasing the margin of profit.” 


Third, the stores claim that manu- 
facturers have failed to keep spiffs 
practices adjusted to changing condi- 
tions and sufficiently flexible to meet 
widely differing retail situations. Char- 
acteristic store comments supporting 
this contention are: 


Department store (over $20 mil- 
lions). —“. . . spiffs long since passed 
their usefulness in bedding and are now 
just an ingrained, vicious habit.” 

Department store (over $20 mil- 
lions).—“Due to our highly promo- 
tional bedding department, our sales- 
people do not sell as much spiffs mer- 
chandise as they should. The spiffs 
incentive is much too low to make any 
impact.” 

Department store (over $20 mil- 
lions). —“P M not high enough on bet- 
ter bedding or mattress and box spring 
combination.” 

Department store (over $20 mil- 
lions).—“Higher spiffs should be paid 
for box springs than for mattresses. . .” 

Department store (over $20 mil- 
lions) —“We pay exceptionally high 
spiffs because of a peculiar personnel 
problem of our own. We should like 
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to have the manufacturer share a little 
more of the cost.” 

Furniture store (under $1 million) .— 
“We make sure that the spiffs operate 
to encourage the sales of better units 
from the manufacturer we consider to 
have the best values in bedding. Other- 
wise we alter the scale.” 

Furniture store (under $1 million) .— 
“If we wish to move our own brands, 
extra high spiffs have to be ordered.” 

Furniture store (under $1 million) .— 
Inequities in amounts cause dissatisfac- 
tion with some manufacturers which 
results in negative pushing by sales 
help of other brands.” 

Furniture store (under $1 million) — 
“T would like to see P M setup abol- 
ished. It has resulted in everyone doing 
the same thing so the over-all effect is 
lost.” 

Furniture store (over $1 million) — 
“Most manufacturers still pay same 
spiff on $69.50 units as they did when 
they sold for $39.50... .” 

Furniture store (over $1 million) .— 
“We pay 4 of spiff on mattress and 4 
on box spring to stimulate sales in 
sets.” 

Furniture store (over $1 million) .— 
“We believe that the spiff arrangement 
should be controlled and directed by 
each individual store.” 


Fourth, stores resent bedding manu- 
facturers tampering with retail em- 
ployees. Typical store comments in- 
herent in this attitude are: 


Department store (under $20 mil- 
lions). —“. . . we do not permit any 
manufacturer to pay our salesmen 
spiffs.” 

Department store (under $20 mil- 
lions) —‘‘We do not like the idea of 


mattress manufacturers talking to our 
salespeople convincing them this is the 
only way. It makes it harder for the 
store to sell mattresses that have no 
P M’s on them, and most of our goods 
are sold without P M.” 

Department store (over $20 mil- 
lions).—*. . payment of spiffs to 
salesperson is entirely decision of de- 
partment manager.” 

Furniture store (under $1 million). — 
“|. . We are not interested in deals 
between factories and our salespeople.” 

Furniture store (under $1 million) .— 

“. .. We control the payment to the 
salesman no matter what the manu- 
facturer does.” 
_ Furniture store (under $1 million) — 
“We do not approve of the use of spiffs 
to our salesmen whom we pay on a 
generous commission basis. . . .” 

Furniture store (over $1 million) .— 
“Tends to make our salesmen work for 
the bedding manufacturer by their en- 
couraging spiffs and extra benefits—by 
contests and punchboards.” 


Fifth, stores suggest that “spiffs” 
payments might better be used as an 
advertising allowance. Here are store 
comments suggesting this course of 
action for bedding manufacturers: 


Furniture store (under $1 million) — 
“Our men are paid a liberal salary and 
commission . . we use this money 
(spiff) for advertising and our own 
contests.” 

Furniture store (over $1 million) .— 
“T would prefer no “spiffs” or arrange- 
ments to be paid by the manufactur- 
ers. The same amount of money could 
be used as a reduction in cost of 
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Planning Your Branch Store 


ROBERT G. AXTELL 
McKinsey & Company, Management Consultants — 


Today’s retailer is facing a revolution in the living and buying 
habits of his customers. Retailing itself is undergoing a revo- 
lution as it tries to meet and profit from social changes. 
A major symptom of that revolution is the branch store. 


I. PROS AND CONS OF BRANCH 
EXPANSION 


Store management has funneled vast 
amounts of time, energy, and funds into 
branch stores since 1940, and particu- 
larly since 1947, Success in most cases 
has been beyond all hopes and has 
more than justified the investment. Of 
course, doubters can, and do, point to 
boom conditions as the source of this 
suburban ? gold mine, and now that the 
boom seems to be leveling off, they 
paint pictures of falling volume and 
profit both in branches and in parent 
stores. Nevertheless, almost every day 
brings a report of new branches, new 
shopping centers, and more success. 

Interestingly enough, these more re- 
cent branches will probably stand the 
test of time better than their longer 
established predecessors. The doubters 
may well be right when they point to 
some of yesterday’s showpieces in the 
suburbs and say that they will not 
easily survive a sharp economic down- 
turn. They may well be right because 

1 Although in this article primary attention is 
focused on planning a suburban branch near the 
main store, most of the recommended approach may 


also be applied to more distant branches or even to 
large independent affiliates in other cities. 
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those earlier branches often reflect 
planning errors (or a total lack of 
planning) that will slow down or halt 
future growth and can now be remedied 
only with great difficulty. 


Benefits of Hard Experience 


Today’s new branch store—be it in 
the nearby suburbs or a thousand miles 
away from the parent store—is profit- 
ing from both the successes and the 
failures of those earlier attempts. The 
lessons of experience are guiding man- 
agement away from the pitfalls and 
toward the branch type, size, location, 
and organization that particularly suits 
its own needs, its own capabilities, and 
the potentialities of its own market. 
Retail executives have discovered that 
they cannot successfully transplant the 
plans and conclusions of another store 
in toto. 

Planning for expansion is hard work, 
but it cannot be avoided if the expan- 
sion is to be profitable. Unfortunately, 
no set of rules can be laid down to 
establish the optimum size, location, 
financing, merchandising, or operation 
of either a branch store or its parent. 

However, this does not mean that 
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past experience may be disregarded. 
On the contrary, the successes and fail- 
ures of other stores must be of prime 
interest to your management. The 
planning tools that others have used, 
as opposed to the plans themselves, 
must be examined carefully and put 
to work if they can offer any help. This 
means long-range thinking. It means 
planning further ahead than is nec- 
essary in almost any other phase of 
retailing. Consequently, the deep im- 
pact of the decisions involved some- 
times escapes the recognition of hard- 
hitting store managements accustomed 
to making quick day-to-day judgments. 
Almost every department store ex- 
ecutive has listened to shopping-center 
promoters with a “proposition,” smaller 
store owners who would like to sell, or 
their own directors who have found 
“the ideal spot for a new branch.” All 
too often the only question that man- 
agement considers is whether or not 
to take advantage of a particular offer 
or site. As a result, some have found 
themselves in branch stores without 
realizing how it happened. Relatively 
few managements, even in the largest 
stores, have considered all aspects of 
the problem as carefully as Rich’s in 
Atlanta, which decided that its greatest 
opportunity was downtown, or Allied 
Stores, which came to the opposite con- 
clusion for equally good reasons. 


Four Motives for Branch 
Expansion 


Clearly, the first problem on man- 
agement’s list is to determine wy its 
organization should have a branch at 
all. The principal motives for under- 
taking branch expansion may be placed 
under four broad headings : 


(1) “America is moving to the sub- 
urbs’”’: This is strikingly true in many 
urban areas, and usually it is even 
more true of buying power than of pop- 
ulation. Home ownership, birth rates, 
and family formation in the suburbs 
have steadily forged ahead of the city 
in many areas. All these and other fac- 
tors certainly point to high volume po- 
tentials for department-store branches 
just outside the city. Only there can 
they offer location convenience to these 
prime customers. 

However, your city may not have 
moved so far along the road to the 
suburbs as some. Frequently, percent- 
age growth figures look promising, but 
no sizable population center has yet 
developed. Or it may be that your type 
of customer has not been affected by 
the trend. Greater effort downtown, in 
mail or telephone selling, or in credit 
campaigns, may well yield more profit 
with less risk than a premature branch 
store. Location convenience cannot by 
itself compensate for a failure to carry 
adequate assortments, nor can it pay 
the rent if your branch is too large for 
its market. 

Recently our organization was asked 
to examine a shopping center site that 
a store had virtually decided to take. 
The area analysis indicated that future 
population growth would be in an en- 
tirely different direction and that pres- 
ent buying power would not support a 
branch of the contemplated size. Here 
was a revealing instance of the dangers 
of a snap decision in such a crucial 
matter. That store is now planning its 
investment in the more promising area 
while conducting a strong mail, tele- 
phone, and credit campaign in the 
other. 

(2) “Congestion will destroy the 
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downtown store’: There is no doubt 
that the vast increase in the number of 
cars on narrow city streets, the lack 
of parking space, and the rising cost 
of mass transportation are not only 
driving the urban populace out of the 
city proper but are making them un- 
willing to shop there. The glamour 
and the excitement of shopping have 
been stripped from many downtown 
stores, leaving them with only the ad- 
vantage of better assortments—cer- 
tainly a cold and mathematical promo- 
tional theme. Stores will need more 
than this to lure suburbanites to 
crowded downtown locations. The five- 
day week has been a symptom as well 
as a cause of the nation-wide demand 
for leisure time, and customers will 
not willingly spend that time shopping 
if shopping is hard work. 

Thus far, few merchants have been 
able to take effective action to repair 
the damage done to their downtown 
franchises. In some cases they have 
even blocked the efforts of others so 
that they would avoid a relative dis- 
advantage. Of course, such an attitude 
can only assure them of receiving their 
customary share of a steadily smaller 
pie. 

However, some have joined together 
to increase the size of the pie. Many 
have promoted free transportation 
plans. Milwaukee stores have shown 
us all how to use advertising space to 
paint a picture of pleasant downtown 
shopping. Pittsburgh merchants were 
leaders in the restoration of the “Golden 
Triangle.” Joint action can do much 
to bring shopping interest and excite- 
ment back to the downtown store. 

Management must assess the practi- 
cal possibilities of such action. It must 
compare the drawing power of city 
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stores with the growing attraction and 
carnival-like atmosphere of the great 
new shopping centers that are spring- 
ing up. Only then, when both sides 
have been fully examined, is the time 
to decide whether to “beat ‘em” or 
“join “em.” 

(3) “Our competition is forcing us 
to go into branch stores”: Store execu- 
tives are the first to admit that this is 
negative reasoning, but their admission 
does not make it any less compelling. 
No management can calmly watch.a 
competing store establish a branch in a 
section of its prime trading area. As 
a result, many branches have been es- 
tablished largely to prevent competitive 
inroads. Even though they steal the 
bulk of their volume from their own 
parents, at least total volume is 
maintained. 

A solution to this problem demands 
the most searching analysis of the mar- 
ket and of store records. Management 
must be certain that a “defensive” 
branch will not only deter competition 
but can also attract enough new volume 
to show profitable use of store funds. 
Management will want to be assured 
that those same funds, invested down- 
town or in an “aggressive” branch, can- 
not be turned to better uses. 

If your branch lies within your main 
store’s trading area, and if, as is usually 
highly advisable, it mirrors the mer- 
chandising and operating policies of the 
main store, then it will surely affect 
main-store volume. In such a situation, 
your store can go on the offensive to 
a somewhat limited degree. Professor 
Milton P. Brown’s 1952 survey of 
branch operation * indicated that in that 

2 Milton P. Brown, Operating Results of De- 
partment and Specialty Store Branches, Bulletin 


No. 136, Bureau of Business Research, Harvard 
Business School, January 1952. 
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situation some customers certainly will 
switch from your main store to the 
branch, but the extent of such a trans- 
fer is still in the realm of educated 
guesswork. 

(4) “We can spread our overhead 
over more volume by branching out’: 
This is a quick statement that makes 
assumptions on all of the many vari- 
ables previously discussed. It assumes 
a strong population trend away from 
your city and increasing congestion 
that will destroy the downtown area 
as a pleasant place to shop. Further- 
more, it assumes that your manage- 
ment group and your operating staff 
are capable of extending their super- 
vision over a new and separate store 
without increasing administrative and 
supervisory costs proportionately. This 
may not be the case. Top management 
will want to examine its personnel as- 
sets closely before reaching a decision. 

Of course, the end result of spread- 
ing overhead is increased net profits. 
Professor Brown pointed out that the 
typical branch store has apparently 
served to lower the expense rate and 
to increase gross margin at the same 
time. That makes an attractive picture. 
However, it is vital to know that a 
real opportunity exists for your type 
of store and that it represents a more 
profitable use of assets than expansion 
or improvement downtown. 

If and when you have decided upon 
expansion in branch stores, study all 
the available areas. Investigate pro- 
posed sites carefully. Plan your branch 
merchandising organization as fully as 
possible. Then sit back again and ask 
yourself if this is the time and place to 
take the plunge. Once you have taken 
it, it is not easy to get back to dry land. 


II. BRANCH STORE LOCATION 


Let us assume you have determined 
that there is a pronounced population 
shift to the suburbs from your city. 
The customers who are withdrawing 
from your downtown market are your 
customers. Furthermore, the shift has 
progressed to the extent that you can 
place a branch store in the center of 
a market of at least 20,000 and prefer- 
ably 50,000 suburbanités. (Experience 
shows that such a market is a prime 
prerequisite for a major branch store.) 

A second facet of your own market 
situation, which you have decided to 
your satisfaction, is that congestion 
downtown has not only made shopping 
there difficult and unpleasant but will 
be difficult if not impossible to correct 
in the near future. You have honestly 
tried to put the excitement back into 
shopping in the center of the city but 
have met with little or no success. 

As you look about you, you see 
your major competitors establishing 
branches that will seriously affect your 
competitive position. Finally, an ex- 
amination of your own organization 
shows you real opportunities to spread 
your financial strength and your mer- 
chandising ability over greater volume, 
even if that additional volume is at a 
distance from the main store. 

These are the major preplanning 
considerations for store management 
considering suburban branch expan- 
sion. If your answers to these ques- 
tions indicate that a branch will in- 
crease your net profits, then you are 
ready for the next step—selecting the 
area and the site for your new 
undertaking. 

Now let us examine the thinking and 
the action that management of success- 
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ful branch stores have found invaluable 
as they have set about organizing new 
suburban ventures. 


Selection of the Area First 


In all too many instances, negotia- 
tions for new branch stores have started 
with a proposition from outsiders. 
Only rarely has a store initiated its 
branch expansion program without 
some such external push. This means 
that the site as well as the area has 
already been selected and that the 
store’s choice is largely whether or not 
to accept a stated proposition. Either 
choice may be dangerous unless man- 
agement takes an objective look at the 
area and verifies promoters’ or sellers’ 
claims. In addition, you will want to 
make sure that no more profitable alter- 
native exists. 

In other words, examine the claims 
of all potential sites, but remember that 
it will be to your advantage to select 
the best potential area first, and then 
make every effort to choose a site 
within that area. 


Area Requirements 


All available information indicates 
that a management that intends to 
use its main-store organization to op- 
erate and merchandise its branch stores 
will be wise to place those branch stores 
between ten and fifteen miles from the 
main store. Such a distance will prob- 
ably assure the main store that the 
branch will not draw too heavily on 
main-store customers. On the other 
hand, the distance will not be so great 
that the branch will be unable to 
make full use of main-store advertis- 
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ing, credit, delivery, and particularly 
merchandising and top management 
strengths. These strengths will provide 
the principal advantages which your 
branch will have in competition with 
local independent stores. To sacrifice 
them by locating your branch at a con- 
siderable distance from the main store 
would mean virtually abandoning the 
opportunity for profitable additional 
volume. The danger in locating a 
branch too close to the main store is 
obvious. 
Please note that these comments 
have been based on the assumption that 
you will stretch your main-store or- 
ganization and strengths over your 
branch expansion program. As retail- 
ing leaders have carried on expansion 
programs, it has become increasingly 
clear that opportunities within a fifteen 
or even a twenty mile radius may not 


. be nearly so great as those at a greater 


distance. Furthermore, as the number 
of branches has increased, it has be- 
come more and more difficult to make 
effective use of main-store talénts. 
Such developments will, we believe, 
culminate in an organizational revolu- 
tion that possibly has been delayed too 
long already. This all-important sub- 
ject will be discussed later at greater 
length. 


Market Research Essential 


Your management will want to be 
certain, not on the basis of guesswork, 
but rather on a foundation of solid in- 
vestigation, that population and buying 
power now promise a profitable volume 
in your selected branch area. Secondly, 
you will want to know that growth 
prospects are strong. 

Thirdly, your management must 
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know that the merchandising policies 
and reputation of the main store will 
bring ready initial acceptance to your 
branch. It will be vital for you to 
examine the number, size, and mer- 
chandising policies of competitive stores 
within the branch market area. And, 
of course, you will examine your charge 
account activity there to determine the 
probable transfer of downtown volume 
to the branch. A consumer survey can 
help verify these studies. 

With the information that can be 
drawn from your own internal records, 
from studies of buying power and com- 
petition, and from an examination of 
readily available economic statistics, 
your management will be able to make 
a sound business decision. A carefully 
planned program of market research 
will not only point the way to a judg- 
ment on the value of a given area and 
site but it will also indicate the type 
of store which will be most profitable 
in that area and on that site—for ex- 
ample, a full-line or a specialty opera- 
tion. It will provide a check on the 
departmental volume estimates, which 
must be determined. A third major 
advantage of careful market research 
in advance of a decision on area or site 
is that it serves to point out local needs 
for special facilities (auditoriums and 
similar amenities), the impact of local 
advertising media, and the probable 
value of the public transportation net- 
work as a source of customers and 
volume. 

Such essential information can be 
developed only through well-planned 
and thoroughly organized market re- 
search, performed well in advance of 
final area and site decisions. Although 
this may seem too obvious to warrant 
as much discussion as has been allotted, 


in all toc many cases well-managed 
stores have entered upon a program 
of branch expansion without the ad- 
vance study that such an investment 
requires. All too many large stores, 
even those equipped with sizable re- 
search staffs, have failed to make use 
of those staffs until the most important 
decisions have been made and are al- 
most beyond recall. 


Choice of Site 


When your investigation has pointed 
out the area with the greatest present 
and future potential for your branch 
store, you will want to examine all 
available sites within that area. In 
many respects, such a study will be 
largely a continuation of the area re- 
search already performed. Once again 
the principal questions which you will 
want to have answered before reaching 
a final decision relate to: 

1. Present and potential buying 

power 

2. Accessibility 

3. Customer type and income level 

4. Number, size, and strengths of 

competitive stores 

5. Opportunities for making profit- 

able use of the main store or- 
ganization 

Two questions frequently arise at 
this point. First, how large should our 
branch be? Second, should we place 
our branch in a shopping center, in a 
built-up business district, or off by it- 
self? Both of these questions must be 
answered in relation to the specific 
situation. In every case the solution 
will depend upon main-store strengths 
and reputation and comparative oppor- 
tunities of the sites. 
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For example, research may indicate 
potential branch volume far in excess 
of the capability of the parent store’s 
organization or funds. Similarly, the 
same research could easily indicate an 
opportunity for profitable operation of 
only a limited number of branch de- 
partments. In either case, a serious re- 
consideration of store policy will be 
necessary. In the first case, manage- 
ment must decide whether it will accept 
the inevitable position of being a second 
store in the area, and if so, how it can 
act to assure the caliber and type of its 
competition. In the second case, even 
more difficult organizational and policy 
questions are raised. 

In most instances it has been our 
conclusion that a planned shopping 
center offers the greatest protection 
against failure as well as against 
unexpected competition. Certainly it 
serves to develop the mass market that 
a very large branch requires and helps 
assure the safety that a smaller parent 
store will need to have. 

However, many fine stores have de- 
veloped highly profitable branch volume 
by buying or building within existing 
shopping districts. Certainly Lit Broth- 
ers is an outstanding example of such 
a policy, with its major branches in 
Upper Darby, Trenton, and now in 
Camden. In contrast to this is the 
dedication of Allied Stores to the re- 
gional shopping center. Marshall Field 
presents an example of a mixed policy 
on this subject. However, in any case 
the opportunity as well as individual or- 
ganization and merchandising strengths 
must be carefully examined. 


A Case Study 


Consideration of the types of infor- 
mation that were gathered in a recent 
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study may help to point out the addi- 
tional site information which your man- 
agement will need to have before con- 
cluding on a final location for your 
branch store. This study, in addition 
to developing the information needed 
to settle on the most profitable area, 
considered these important factors : (1) 
accessibility to customers—distance, 
routes, highway capacity, and the 
“walk-in” market; (2) availability of 
public transportation and possibilities 
for improving that network to the ad- 
vantage of the proposed site; (3) park- 
ing facilities as they would affect the 
size of the site and the layout of the 
principal and peripheral stores; (4) 
caliber, location, and merchandising 
policy of competition; (5) availability 
of room for expansion of the store and 
parking areas, and for buffer zones to 
forestall competition; (6) attractive- 
ness of the proposed facilities to cus- 
tomers—the necessary amenities and 
conveniences to be offered: (7) cover- 
age and readership of local as well as 
downtown newspapers and other ad- 
vertising media; (8) customer buying 
habits and desires as they would affect 
branch-store policies. (A detailed dis- 
cussion of this particular aspect of 
branch-store research will be given 
later. ) 


Your Advice for Your Advisers 


This discussion has concentrated on 
the market investigations that are vital 
in the planning stage of any branch 
expansion program. The conclusions 
reached will have a strong effect on 
instructions given to architects, finan- 
cial advisers, and legal counsel, whose 
expert advice is essential if you are to 
ensure the success of your branch 
store. 
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However, to make the best possible 
use of the service of such experts, you 
will want to be prepared with your 
own estimates of required floor space, 
fixturing, service, materials handling 
needs, vertical transportation, entrance 
locations, and layout. If you provide 
valid instructions, your architect can 
put your ideas into a plan that his ex- 
perience indicates to be practical; he 
can also examine the effects of topog- 
raphy on layout, parking, and store 
operations. Your financial adviser will 
have a much clearer indication of your 
intentions and needs. Your lawyers 
will be better able to protect your in- 
vestment in the immediate and more 
distant future. 

In many cases, the market research 
program can be developed and con- 
ducted internally. We have often found 
that people with the necessary experi- 
ence and abilities are readily available 
within a store’s own organization. 
However, before turning over such an 
important problem to your research 
department, make sure that they know 
exactly what items of information are 
needed and how that information, once 
gathered, should be evaluated. 

The process sounds complicated, and 
is, because it is an attempt to bring 
forth a full-blown store primarily in 
one step. The difficulty of withdrawing 
from an operation, once it is set in 
motion, re-emphasizes the importance 
of logic, rather than intuition, as a 
basis for deciding upon a branch-store 
location. 


Ill. BRANCH-STORE VOLUME 


When planning has progressed be- 
yond the stage of selecting store areas 
and sites, the basic decisions demanded 


immediately open up a Pandora’s box 
of planning problems. However, most 
of them can be summarized as: What 
kind of store should we have? How 
big should it be? Where should our 
merchandising emphasis be placed? 
and “How should we organize to 
maximize profits?” 


Fully Representative Branches 


Experience with branch-store opera- 
tions since the end of World War II 
indicates that the branch of a depart- 
ment store should be as fully repre- 
sentative of its parent as possible. Of 
course, there are always special cases, 
such as the resort shop, or the seasonal 
Operation in a college town. However, 
the figures show that large department 
or specialty stores cannot ordinarily 
capitalize on their principal advantages 
—top level management and merchan- 
dising strengths—in suburban branch 
operations that do not reflect the main 
store. 

In addition, an abbreviated branch 
operation must surrender to its spe- 
cialty shop competitor the advantage of 
flexibility. Such a branch would fail 
to profit from one of the department 
store’s prime merchandise appeals, 
depth and breadth of assortment. For 
these two reasons—management ability 
and merchandising appeal—careful ob- 
servers of branch-store operations usu- 
ally recommend fully representative 
branches unless special circumstances 
exist. 


Classification Breakdown 


Your research will have already in- 
dicated your probable initial and even- 
tual total volume. In order to check 
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on this estimate, but specifically to pro- 
vide factual information on which de- 
partmental layout and selling areas can 
be planned, you will want to estimate 
initial and potential volume down to 
classifications . r even to units in some 
cases. It would be difficult and prob- 
ably unnecessary to discuss each of the 
many elements that management will 
consider in this study. However, it 
may be helpful to examine the broad 
areas that should be investigated be- 
fore final merchandising and architec- 
tural plans are made. 

1. Typical branch experience: Of 
course, the performance of the average 
branch-store department cannot be ac- 
cepted as your master plan. Each par- 
ent and each branch store have special 
circumstances to face. A completely 
“average” store simply does not exist. 

However, you will certainly take into 
account the fact that some types of 
merchandise appear to be particularly 
adapted to branch stores. For example, 
knit underwear in branch stores usu- 
ally develops far greater volume rela- 
tive to the main store than most other 
departments. Children’s departments 
and sportswear are other examples of 
typically strong branch operations. We 
all know that high-ticket merchandise 
can ordinarily be sold most profitably 
downtown and is often omitted from 
branch stores entirely. Men’s clothing 
has also been a difficult department to 
merchandise in a suburban branch. 

In between these extremes there are 
a great number of departments whose 
volume performance in a branch usu- 
ally differs to a greater or lesser degree 
from the downtown store. Before com- 
ing to any conclusions on space al- 
lotments, management will want to 
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examine typical branch departmental 
performance records carefully. 

2. Main-store merchandising 
strengths: The sound promotional 
principle of “playing the winners” can 
be followed profitably in your branch 
store as well as downtown. Most stores 
have found that departments that are 
strongest downtown are also relatively 
strong in the suburbs. This would 
seem to be a natural result of the fact 
that suburban branch stores almost in- 
evitably follow main-store pricing, 
merchandising, and advertising and 
promotional policies. 

Consequently, your management will 
want to have firmly in mind the relative 
power of main-store departments. A 
thoroughgoing merchandise analysis of 
each main-store department will pay 
for itself in two ways—it will indicate 
branch-store merchandising emphasis 
and at the same time point out oppor- 
tunities for merchandising improve- 
ment downtown. Of course, a weakness 
downtown does not mean that the de- 
partment should be eliminated in the 
branch if there are other strong reasons 
for including it. It is, however, a factor 
that you will want to consider. 

3. Local competitive strengths and 
weaknesses: Your study of the local 
competition that your branch store will 
face will already have pointed out to 
you those departments and classifica- 
tions in which the competition will be 
strongest and also the classifications in 
which the greatest opportunities for 
developing a new market will exist. 
Your management will also want to 
have at hand all possible facts on com- 
petitive policies, such as promotion of 
national brand, free delivery and serv- 
ices in general, and over-all reputation. 
With such information, your new 
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branch will be able to meet its competi- 
tion where that competition is strong 
and at the same time take advantage 
of the weak spots. 

4. Merchandise profitability: It 
goes without saying that your planners 
should not lose sight of the fact that 
you are in business to make a profit. 
Selling space in most branches is at a 
premium, so that selling space must be 
used in a way that will yield greatest 
profit. This means weighing the con- 
tribution to volume and to expense that 
each branch department can be ex- 
pected to make. We all know that some 
departments produce a far greater gross 
profit than others. Where possible, you 
will want to favor these departments. 

It is at this point that the virtues of 
a fully representative branch come into 
greatest conflict with the allure of sam- 
ple assortments. The question of the 
desirable depth of assortments is as 
much a problem in the main store as in 
the branch. However, it seems clear 
that management must examine each 
merchandise classification and deter- 
mine the probable effect of sample as- 
sortments on over-all, long-term store 
profits. The concept should not be ac- 
cepted or rejected in any department 
without such a profit study. 

5. Consumer needs and desires: So 
many questions have been raised about 
the value of the consumer survey as 
a method to uncover customer wants 
that this subject is discussed in detail 
in the next section. However, there is 
no doubt that you will want to make 
use of whatever means are at your dis- 
posal to disclose unsatisfied desires or 
needs among the customers who make 
up your branch trading area. Since it 
has often been said that the function 


of a retailer is to uncover and meet 
such needs and desires, this part of 
your planning might easily be consid- 
ered the most important of all. How- 
ever, the facts involved are also the 
most elusive and thus the most difficult 
to obtain. 

6. Nonprofit operations: Recogniz- 
ing that a primary attraction of the 
branch store is its ability to bring 
glamour back into shopping, many far- 
thinking store managements have de- 
voted significant amounts of selling 


. space in their branch stores to customer 


conveniences. Many branches have tea 
shops, restaurants, soda fountains, and 
beauty shops for the same reason that 
the main store has them—to develop 
and maintain store traffic. In addition, 
some branch stores have found it ad- 
visable to install auditoriums and other 
customer attractions that are not gen- 
erally found in the main store. You 
will want to consider each of these pos- 
sibilities in the light of the special cir- 
cumstances surrounding your branch. 
Of course, this also raises the difficult 
question of leasing or operating. 

When you have collected and ana- 
lyzed full information on each of these 
important aspects of branch operations, 
then and only then can you plan the 
departmental organization which will 
yield the greatest and most profitable 
volume. And only then can you give 
your store architect the assistance which 
he will need in order to do his share 
of the planning job. Thus you will 
have built the only sure foundation for 
adequate planning of nonselling space 
and for organizing the branch selling 
and nonselling force in the most ef- 
ficient possible manner. 
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Problems of Consumer Surveys 


There is no doubt that a _ well- 
planned, well-organized, and well-con- 
ducted consumer survey can yield in- 
formation that will be of great value 
to management in branch-store plan- 
ning. However, any survey can be 
highly dangerous if it is not used cor- 
rectly. Our experience has developed 
several check points which have proved 
invaluable in appraising survey results. 

1, Make sure that the survey is 
not used to determine what the problem 
is, but rather how to attack the prob- 
lem. Only then, can a survey yield 
information that management will be 
able to check, accept, and put to use. 

2. Determine in advance that, con- 
sidering the circumstances, a consumer 
survey is not just a method to get the 
answers to your major problems, but 
the best method. 

3. Assign your most capable ex- 
ecutive to follow the organization of 
the field work closely. Make certain 
that the sample is as statistically ac- 
curate as your needs (and budget) 
require it to be. 

4. Question the report of survey re- 
sults severely in order to eliminate any 
possibility of faulty analysis. 

5. Make use of all other available 
analytical approaches to verify major 
survey recommendations before taking 
any action, 

In short, a consumer survey is pri- 
marily useful as a means to indicate 
possible solutions to major store prob- 
lems. It is important to recognize that 
the statistical limits of survey accuracy 
are so broad that in most cases the 
results must be verified by other means. 

However, when a survey is well 
planned, organized, and interpreted, it 
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can help to point out factors that bear 
strongly on store problems. The prin- 
cipal areas in which surveys for branch 
operations have been found to be use- 
ful are: (1) determining probable in- 
come levels, buying habits, and con- 
sumer needs within the trading area; 
(2) indicating the advertising and pro- 
motional policies that will be most effec- 
tive ; (3) pointing out consumer desires 
for service, store hours, delivery, and 
other operational policies; and (4) 
substantiating other studies of main- 
store and local competitive strengths 
and weaknesses. 


IV. BRANCH ORGANIZATION 


Even after you have planned your 
site, your building, and your merchan- 
dise, a vital problem still remains to be 
tackled. You still must plan the activi- 
ties of the people who will man your 
new store. 


A Problem of Co-ordination 


When branch organization problems 
are viewed broadly, and perhaps over- 
simplified, they center around the need 
for co-ordination and communication 
with the main store. In some cases, 
notably Bullock’s, the choice has been 
the almost complete independence of 
each large branch. 

However, the prevailing trend among 
stores with suburban branches is to tie 
the branches into main-store organiza- 
tions. How far and in what operating 
and merchandising areas should inte- 
gration be established are the principal 
questions to be studied. Such problems 
are particularly difficult since manage- 
ment realizes that the prime sources of 
its competitive strength lie in its own 
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managerial abilities and the knowledge 
on the part of its merchandising staff 
of customer needs and desires. These 
have been the heavy weapons of the 
department store in its running battle 
with the chains. Yet a major factor 
behind the desire to expand into the 
suburbs has been the opportunity to 
increase profits by spreading executive 
talent over more volume. This means 
managing and merchandising from a 
distance, with some inevitable loss of 
effectiveness. It might be said that 
most branch organizations today repre- 
sent a compromise in which every 
effort is made to retain the advantages 
of a one-store operation while gaining 
those of a chain.. 

Our experience is that there is one 
best answer to this organizational di- 
lemma. Leading stores have been 
equally successful with either of the 
extremes—complete centralization in 
the main store or complete decentraliza- 
tion. Many have adopted one plan for 


some branches, and the other for the . 
remainder. Bullock’s and Filene’s have 


turned to opposing policies for most 
of their branches, but both have re- 
versed themselves in several individual 
instances, Marshall Field is a prime 
example of a top store that has tried 
both approaches several times—and in 
the same branch stores! 


Two Leading Problem Areas 


Stores that have carefully studied 
branch organizations are almost fully 
agreed that the problems of co-ordina- 
tion and communication are greatest 
in buying and merchandise control. 
Obviously, these two areas are the 
heart and soul of retailing. They de- 
serve the careful study of any manage- 


ment that is contemplating branch-store 
expansion. 

Another glance at the two extremes 
of branch merchandising organization 
will highlight the buying problem. The 
usual chain-store organization illus- 
trates one extreme with centralized 
buying and only minor responsibility 
for merchandise selection in the store 
units themselves. The other side of this 
picture is the completely autonomous 
department-store branch, joined with 
its parent only at the highest level. 

Most department stores today have 
tried to run a middle course. Main- 
store buyers are often responsible for 
both buying and selling in the main 
store but only buying in the branches. 
-In some cases they have the assistance 
of branch “selectors” or of “merchan- 
dise co-ordinators.” However, the re- 
sponsibility for branch sales and profits 
is still theirs and theirs alone. 

In recent years there has been a 
tendency to allow branch-store selec- 
tors or department managers to buy 
staple goods in specified quantities. 
The May Company is an outstanding 
example of this approach. It is not 
easy to predict whether such a policy 
will lead to more autonomy for branch 
stores. The outcome depends on the 
answer to the question, “Who decides 
what stocks are staple stocks?” If the 
decision is placed in the hands of the 
central buying staff, the tendency of 
branch organization will be toward the 
chain. If the branches are responsible 
for the decision, the development will 
be in the opposite direction. Then 
main-store management will face the 
danger of placing heavy responsibility 
on inexperienced personnel or the cost 
of developing parallel buying staffs. 
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PLANNING YOUR BRANCH STORE 127 


A Check List for Your Branch 
Merchandising Organization 


A plan that extends the main-store 
buying staff over the branches clearly 
reduces total buying costs. For stores 
with a few branches and a strong mer- 
chandising division, it has been the 
straightest road to profits. However, 
your analysis of main-store strengths 
may indicate weaknesses in depart- 
ments that are leading volume pro- 
ducers in branch stores—weaknesses 
that cannot be corrected quickly. Or 
your store may already have acquired 
more branches than your buyers can 
handle. Five or six large branches now 
appear to be the maximum that one 
central merchandising staff can cover 
if downtown selling responsibilities are 
not reduced. 

In brief, branch-store merchandising 
organization is far from standard. Each 
plan must be tailored to individual 
needs. Your answers to this series of 
questions may help point the way to 
the best organization for your own 
purposes : 

1. Which of your main-store buy- 
ers are capable of handling another 
branch department ? 

2. In the cases of those ell: are 
now carrying as heavy a load as they 
can, will the addition of capable selec- 
tors in the branch fill the need? 

3. Who will control and co-ordinate 
over-all branch merchandising ? 

4. Which branch departments, if 
any, will need and can afford experi- 
enced buyers? Can several branch de- 
partments be merchandised as one to 
allow this step? 

5. Will branch merchandising be 
closely similar to the main store’s, or 
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did your market study show that you 
can expect sizable variations? 

6. In view of the size and character 
of your branch store, the availability 
of competent buyers, and the need for 
close supervision, what would be the 
extra cost of a completely separated 
buying staff? 

7. Are you planning branch opera- 
tions of such an extent that an invest- 
ment now in the development of people 
will bring heavy returns later. 


The Organization of the Future | 


The “limit” of five or six branches 
under a single buying staff applies only 
if buyers retain all their present duties 
downtown. It now is becoming clear, 
as suburban branches become larger 
and more numerous, that the present 
compromise in merchandising organiza- 
tion will no longer be satisfactory. 
Downtown volume is suffering in many 
stores because buyers can spend only 
a fraction of their time on the floor 
there. Personnel problems are acute 
today, and the extended absence of de- 
partment heads makes them even more 
pressing. 

Our experience indicates that the 
rise of the suburban branch will even- 
tually revolutionize department-store 
organization. It seems inevitable that 
department stores with a number of 
branches at increasing distances from 
the parent will turn to the chains for 
ideas in organization planning. Many 
will, in fact, become regional or even 
national chains. The Fedway experi- 
ment may be the first in a series of such 
efforts. 

This development will mean a sepa- 
ration of buying and selling functions. 
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It will mean a trend toward dividing 
the buying function into its component 
parts—resource and item selection on 
one hand and merchandise ordering 
and control on the other, for example. 
It may or may not mean parallel staffs, 
one for the parent and the other for 
branch stores. However, the growing 
importance of branch sales and profits 
points to a decreasing amount of atten- 
tion to parent-store problems and, 
therefore, less desire for a separate 
buying staff there. 

Other functions will also feel the 
impact of the new organization. Ac- 
counting controls will require both sim- 
plification and sharpening so as to cover 
the greater gap in both time and space 
between the central office and the sell- 
ing unit. Centralized warehouses, ex- 
tensive mechanization, and increasing 
emphasis on the reduction of handling 
costs will enter the picture. Personnel 
responsibilities will become a major 
management function in those stores 
where they are not already handled at 
that level. 

This estimate of the future may seem 
to indicate a further decline of the 
downtown shopping area. It may well 
lead to a concentration of department 
store volume in relatively few chains. 
However, the very adoption of chain 
organization and procedures will open 
up an opportunity for the small store 
that can offer specialized customer 
service. The day of the independent 
is far from over. 


Merchandise Control Planning 
Based on Costs 


Control of merchandise to and 
through the store was mentioned as the 


second major problem that your man- 
agement will want to study and solve 
before your branch store opens its 
doors. Of course, your own solution 
will, to a large extent, reflect your buy- 
ing organization plan. However, in 
most cases your final decisions will be 
based on relative costs. 

This means that you will want to 
examine the present and potential ca- 
pacity of your receiving and marking 
areas, the changes in paper flow that a 
branch will require, and the cost of new 
control procedures. You will want to 
“cost out” each of the many variations 
in method that will move merchandise 
into the branch, control it while it is 
there, and account for it as it is sold. 

Once again there is no one best 
answer. Some stores feel strongly that 
all merchandise should be received at 
the main store. Others disagree—just 
as strongly. Again some good stores 
consolidate downtown and branch in- 
ventories. Others maintain a strict ac- 
counting separation. Generalizations 
about the need for control and the cost 
of that control cannot be made to cover 
even a majority of stores. 


Other Organization Problems 


The fact that this discussion has con- 
centrated on the buying and the mer- 
chandise control problems of branch 
stores does not mean that your organi- 
zational questions will be limited to 
these two areas. It is true that they 
have been the most troublesome in most 
cases, but others potentially just as ob- 
streperous should not be ignored. 

For example, a branch located at a 
distance from the main store will often 


(Continued on page 140) 
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Book Notes* 


Cases and Problems in Marketing Re- 
search, by Donald F. Blankertz, 
Robert Ferber, and Hugh S. 
Wales. New York: The Ronald 
Press Company, 1954, viii plus 
339 pages. $5.00. 


Fifty-six cases relating to varied types of 
businesses, such as department stores, dairies, 
foundries, grocers and manufacturers are pre- 
sented for use in an introductory marketing 
research course. Expository material is kept 
at a minimum and subject matter is arranged 
to encourage critical student thinking. A 
number of check lists for the conduct of 
various research activities add materially t 
the value of the book. 

Mr. Blankertz is Professor of Marketing, 
Wharton School of Finance and Commerce, 
University of Pennsylvania; Mr. Ferber, Re- 
search Associate Professor of Economics, 
University of Illinois; and Mr. Wales, Pro- 
fessor of Marketing, University of Illinois. 


Cases in Marketing, by Lawrence C. 
Lockley and Charles J. Dirksen. 
New York: Allyn and Bacon, 
Inc., 1954, xvi plus 332 pages. 
$3.95. 


The 83 marketing cases presented here are 
based on actual business problems. Their 
purpose is to aid students in developing a 
sound and practical understanding of the 
basic principles of marketing. The cases can 
be used in conjunction with any standard 
marketing text or with the case method of 
presentation. 

Lawrence C. Lockley is Dean of School of 
Commerce, University of California. Charles 
J. Dirksen is Dean. of the College of Busi- 
ness Administration, University of Santa 
Clara. 


* Unless otherwise noted, book notes were prepared 
by T. Dart Ellsworth. 
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Company Practices in Marketing Re- 
search, by Richard D. Crisp. New 
York: American Management As- 
sociation, 1953, 63 pages. $2.50 
to nonmembers, $1.75 to members 
of AMA. 


In an effort to determine current trends 
in marketing research, the American Man- 
agement Association made a study of the 
research operations of 168 manufacturers and 
producers. The survey covered firms whose 
sales volume ranged from under $25 million 
a year to over $100 million a year. Manufac- 
turers of consumer and industrial goods, as 
well as some non-manufacturers, were in- 
cluded in the sample. 

Aspects of marketing research covered in 
the survey included the extent to which it is 
employed by the firm, how it is assigned 
within the organization, what activities are 
performed, what activities are considered 
most important, areas most in need of im- 
provement, and trends in expenditures for 
the activity. 

In addition to the data gathered in the 
survey, there is a general informative section 
on marketing research in action. 

Evelyn D. Fraser 


Continuous Sales Stimulator Kit, by 
Joseph A. Alexander. New York: 
Joseph A. Alexander & Staff, 
1953. $100.00. 


The sales stimulator includes a master 
chart showing the over-all pattern of the 
program, a standard letter to sales personnel, 
a series of subsidiary forms, instructions for 
the use of the forms and a sizable supply 
of each form. The purpose of the program 
is to stimulate concerted group thinking and 
action as a means of increasing sales. 


(Continued on page 131) 
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A Yardstick for Jewelry Advertising 
(Continued from page 108) 
is an ideal watch for active men... .” *° 
Quality, usefulness, and low price 
were featured by several advertisers 
of other fine jewelry products by such 
statements as: 


“These are all genuine high-luster 
cultured pearls—products of live oys- 
ters—imported from Japan, the pearl 
center of the world.” * 

“A symbol of faith suitable to per- 
sons of all ages and all walks of life. 
This gem-like pendant is designed for 
both men and women and can be worn 
on bracelet, necklace, or key chain. 
Truly, a personal reminder of the 
power of faith in everyday living.” *? 


Even costume jewelry featured qual- 
ity, use, and price as buying motives: 


“All beautifully hand-polished for a 
rich look.” ** 
“Necklaces, bracelets, pins, earrings 
. well-designed to look much more 
expensive than their tiny price tags.” “ 
“Tt will add elegance and dash to 
your Easter and Spring ensembles 
9? 35 
“Take advantage of these big savings 
to stock up for yourself and for Easter 
gifts.” 


Many Technical Terms 


Technical terms abounded in the 174 
advertisements. A total of 1,620 tech- 


3° Thoresen’s, New York Herald Tribune, April 11, 
1954, 

31S. Klein, New York Post, April 9, 1954. 

33 Lambert Brothers, Daily News, April ®, 1954. 

3B. Altman & Co., New York Herald Tribune, 
April 4, 1954. 

% Macy’s, Daily Mirror, April 4, 1954. 

% Wallachs, The New York Times, April 4, 1954. 

3% BR. Altman & Co., New York Herald Tribune, 
April 4, 1954. 


nical and semitechnical terms were 
used. Those figures average more than 
nine factors per advertisement—yet 
only .5 per cent (five tenths of one per 
cent) of those items were explained in 
any way to the customer. In other 
words, 99.5 per cent of the terms were 
used without any indication of their 
meaning or importance. 

The term “perfect,” for instance, ap- 
peared in 16 diamond advertisements 
without once being explained. To 
check on its meaning to the average 
customer, the author questioned several 
hundred young men and women of 
marriageable age, many the proud pos- 
sessors of diamonds. The result? Not 
one of these young people knew the 
meaning of the term! 

What do they think it means? The 
answers varied widely. “Absolutely 
flawless,” said one; “perfect cut, color 
and material,” said another. “Any 
color, but perfect shape and flawless 
materials,” said a third. One explained 
casually, “It’s just an advertising term. 
There can be no such thing.” These 
answers express the typical reaction of 
young men and women in the market 
for diamond rings. And yet there is 
a Federal Trade Commission Trade 
Practice Ruling which states: “ ‘Per- 
fect,’ or similar terms cannot be applied 
to any stone which discloses flaws, car- 
bon spots, clouds, or other blemishes 
or imperfections of any sort when ex- 
amined by a trained eye under a mag- 
nifier, of any sort, of not less than 
10 power.” 

Is it fair to customers to use such a 
term without any explanation of its 
exact meaning? Similar lack of under- 


(Continued on page 132) 
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Book Notes 
(Continued from page 129) 


Conservation and Rehabilitation of 
Major Shopping Districts (Tech- 
nical Bulletin No. 22), by Richard 
Nelson and Frederick T. Asch- 
man. Washington, D.C.: Urban 
Land Institute, 1954, 44 pages. 
$5.00. 


Ways of attacking the forces that are 
causing the disintegration of major satellite 
shopping districts are analyzed in outline 
form. Particular emphasis is given to tech- 
niques for developing a program of action 
designed to conserve and to rehabilitate shop- 
ping districts plagued by antiquated layout 
and competition from new shopping centers. 

Richard Nelson is Executive Vice Presi- 
dent, Real Estate Research Corporation, and 
Frederick Aschman is Executive Director, 
Chicago Planning Commission. 


Contemporary Theories of Learning, 
by Louis P. Thorpe and Allen M. 
Schmuller. New York: The Ron- 


ald Press Company, 1954, viii plus 


480 pages. $5.50. 


Systems of learning whose development 
has been contemporary with the growth of 
the modern school are analyzed. Among the 
systems studied are connectionism, condition- 
ing, the field theory, functionalism, and prob- 
lem-solving. Each system analysis includes 
(1) an objective statement of the theory, 
(2) a presentation of experimental verifica- 
tion, (3) a critique of the theory, and (4) 
a discussion of its implications for the con- 
duct of education. In conclusion, the authors 
emphasize the need for a common basis of 
learning theory and suggest an eclectic syn- 
thesis of the several theories described. 


Design for Point of Sale, by Ladislav 
Sutner. New York: Pellegrini & 
Cudahy, 1952, approximately 128 
pages. $8.50. 

A handsome and stimulating, oblong-shaped 
“art” book claimed by its auther to be “the 
first . . . on the much-neglected but increas- 
ingly important field of point-of-sale display.” 
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Its three sections deal with (1) basic design 
aspects, (2) means of achieving visual in- 
terest, and (3) applications by a series of 
leading designers. 

It contains a high percentage of ideas for 
retail planners, including such portents for 
the future as a design (by architects Antonin 
Raymond and L. L. Rado) for a department- 
store front “machine”: “The department- 
store exterior of the future could eliminate 
show windows as such. A few pieces of mer- 
chandise could be displayed in a factual man- 
ner, the front opened, and the ‘story’ told 
much better and with infinite variety by 
projection on screens above the merchandise 
display. The exterior above the street floor, 
most of which is unbroken, could be used for 
giant projections that have a power of attrac- 
tion extending for blocks, and that tie in 
with important events and promotions.” 

The author has this to say of our present 
standards of retail point-of-sale display: 
“Lacking in originality, pretentious without 
saying very much to the passerby, the window 
displays in streets reflect a tawdry world 
of mass-produced, lithographed smoothness 
and sweetness on paper ... even when the 
object is three-dimensional, it is often dis- 
played so crudely that its artificiality be- 
comes offensive. . . . And the clutter of such 
displays is repeated within, on the counters 
of the stores.” 

Norton C. Baron 


Educators Guide to Free Slidefilms, by 
Mary F. Horkheimer and John W. 
Diffon. Sixth Edition. Randolph, 
Wisconsin: Educators Progress 
Service, 1954, ix plus 209 pages. 


This, the largest of six issues of the guide, 
contains 708 titles of slidefilms, an increase 
of 99 over last year. Retailers and teachers 
of business subjects will find a list of 47 
sound slidefilms which will be helpful in 
supplementing the training of employees and 
students. There is an extensive list of films 
from the National Association of Retail 
Grocers. Some of the films listed under 
Home Economics will also be useful to 
teachers and training departments. 

Paul E. Smith 


(Continued on page 133) 
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A Yardstick for Jewelry Advertising 
(Continued from page 130) 
standing accompanies such terms as 
“gold filled,” “rolled gold plate,” “ster- 
ling silver,” “white gold,” etc. (For 
a list of some of the terms appearing 

in the advertisements, see Table 6.) 


Some Ads Were Misleading! 


Six different advertisements made 
questionable use of the word, “perfect.” 
The headlines specified, “Perfect Dia- 
mond Duet” and showed a tag attached 
to the ring saying, “perfect diamond.” 
The rings contained several small dia- 
monds and one larger center diamond. 
In small letters, the copy said, “En- 
gagement ring has perfect center dia- 
mond.” Certainly the tag and the head- 
line gave the impression that all the 
diamonds in the ring were perfect. 

References to the size of the dia- 
monds were misleading in six addi- 
tional advertisements where the head- 
lines said, “l-carat diamonds,” or “}- 
carat diamonds with 4 genuine side 
diamonds.” The illustrations (enlarged 
to show detail) showing large center 
diamonds together with the copy gave 
the impression that the center diamond 
was “one carat,” “one-half carat,” etc. 
Careful re-examination of the advertis- 
ing copy indicated that the total weight 
of all the stones was “one carat’”—not 
just the single center stone. 

One advertisement was run on three 
different days. On two days, no men- 
tion was made of any special or sale 
price except the reduction reflected by 
the change to the 10 per cent federal 
excise tax from the previous 20 per 
cent tax. The third day, the same 


rings were pictured with the same price 
tag, but this time, the headline stated, 
“SALE! Guaranteed Diamonds Dras- 
tically Reduced !” 

Another advertisement stated in the 
body of the copy, “Exchange your dia- 
mond for the full purchase price at —— 
any time within the next five years.” 
The headline for the same advertise- 
ment stated, however, “(We) will give 
you full credit if you return your 
purchase, for any reasons whatso- 
ever, within one week.’”-—One thousand 
eight hundred and twenty-five days’ or 


.seven days’ grace, depending on which 


part of the advertisement you cared to 
read! 

_ One advertisement showing multi- 
strand necklaces stated: “Cultured 
pearls, $15.00 each.” (Each necklace— 
to be sure.) Its twin, run a week later, 
stated, “Cultured pearls, $15.00 each 
strand.” 

“Solid gold” appeared in the head- 
line of just one advertisement. Since 
the Federal Trade Commission does 
not permit the use of this term except 
in relation to pure gold (24-carat gold) 
and since this advertisement later 
stated, “14K gold,” the term “solid 
gold” was in violation of F.T.C. rulings. 

Another advertisement stated in ef- 
fect: Cut like a diamond—set like a 
diamond—more dazzle than a diamond 

One might wonder what this 
type of advertising does to the store’s 
diamond sales. 

One costume jewelry advertisement 
stated: “Choice of rose and amethyst 
combination . . . or ice blue and sap- 
phire combinations.” Since the jewelry 
was inexpensive, it was quite evident 

(Continued on page 134) 
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Book Notes 
(Continued from page 131) 


Human Behavior in Industry, by Wil- 
liam W. Finlay, A. G. Sartain, 
and Willis M. Tate. New York: 
McGraw-Hill Book Company, 
Inc., 1954, 247 pages. $4.00. 


Many books have been written on the art 
of supervision. Not too many have been 
written for the layman, attempting to tell him 
why people in work situations act as they do. 
In the final analysis, we improve as super- 
visors only as we understand what prompts 
the employee to take a certain course of 
action. 

The authors of this book have had varied 
training. One is an engineer, another a psy- 
chologist, and the third a sociologist. They 
bring their different backgrounds to bear 
upon the common problems of management 
and its dealings with employees. As an in- 
troduction, they picture the typical situations 
and problems confronting a newly-promoted 
plant manager. Why are some of the workers 
unhappy? What has happened to change the 
point of view of the worker? Why don't 
people understand what they are expected to 
do? How do you pick people for jobs? How 
do you handle a disciplinary problem? How 
do you make work seem attractive and sig- 
nificant to the empoyee? The authors then 
consider each of these problems and point 
out some of the ways in which they can be 
handled. No easy trick solutions are found, 
but the reader may gain a different point 
of view which will help him in arriving at 
his own solutions. 

The book is practical and nontechnical in 
approach, having developed out of a series 
of training sessions conducted for foremen 
and supervisors. 

Hans E. Krusa 


Methods of Research, by Carter V. 
Good and Douglas E. Scates. New 
York: Appleton-Century-Crofts, 
Inc., 1954, xx plus 920 pages. 
$6.00. 

Methods of research are thoroughly ana- 


lyzed, and illustrated and discussed at length. 
Topics covered include (1) formulation and 
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development of the problem, (2) the his- 
torical method, (3) the descriptive method, 
(4) organized forms of descriptive-survey 
and normative research, (5) the experimental 
method, (6) case and clinical studies, and 
(7) reporting and implementing of research. 
Field workers and graduate students should 
find this text extremely useful for reference 


purposes. 


The Case Method at the Harvard Busi- 
ness School, edited by Malcolm P. 
MeNair, assisted by Anita C. Her- 
sum. New York: McGraw-Hill 
Book Company, Inc., 1954, xvi 
plus 292 pages. $5.00. 


This book presents papers written by over 
twenty past and present faculty and staff 
members of the Harvard Business School. 
Together, these papers provide an explana- 
tion of the case method as it is employed by 
that school. 

The papers include (1) three different 
statements of the old and new philosophy of 
the case method; (2) a series of cases, 
together with commentaries, to illustrate the 
subject matter; and (3) descriptions of two 
different methods of organizing a case course. 


The Old Country Store, by Gerald 
Carson. New York: Oxford Uni- 
versity Press, 1954, 330 pages. 
$5.00. 


Retail merchandising is surveyed from 
1790 to 1921, based on research in old store 
account books and records, almanacs, diaries, 
newspapers, and county histories. An in- 
teresting portrayal emerges of the country 
store and its position as an institution in 
rural America—its development, rise, arid 
fall as the background of retailing today. 
The rural merchant appears as a nerve cen- 
ter in rural communities, where “the store” 
was meeting place, post office, and recrea- 
tional center of the community. 

Filled with amusing incidents, “tall tales,’ 
and “local wonders,” the book is illustrated 
with woodcuts and line drawings. The ap- 
pendix and lists of source material are unu- 
sually complete. 


Hans E. Krusa 
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A Yardstick for Jewelry Advertising 
(Continued from page 132) 

that real amethysts and real sapphires 

were not used. However, using those 

stones as color names without the 

words “fake” or “simulated” makes 

them misleading indeed ! 

In another advertisement, rhine- 
stones set in enameled metal were 
described as having “The Diamond 
Look.” 

Another misleading costume jewelry 
advertisement stated, “. . . jeweled ac- 
cents in textured gold plate embedded 
with stone studs: chalk white; tur- 
quoise-and-sapphire ; or aqua stones on 
gold.” Real turquoise? Real sapphire ? 
Real gold? Or just color names? 


What Can Be Done About Jewelry 
Advertising? 


Careful analysis of the good and 
weak points in the advertisements con- 
sidered indicates how jewelry advertis- 
ing can be improved. First analyze the 
size of your advertisements. Are they 
large enough to attract attention? Sec- 
ond—what merchandise are you adver- 
tising? Is it merchandise that will at- 
tract the largest audience to your store ? 
How good are your illustrations? Are 


the photographs clear? Are the draw- 
ings purposely misleading, or have you 
made sure that they tell their story 
accurately? Undoubtedly your price is 
stated clearly, but have you mentioned 
the federal excise tax? Have you 
found a “fashion slant” for your jew- 
elry items? Have you explained the 
quality and use features? Have you 
examined the advertisements for un- 
clear technical terms? Can you explain 
them simply and clearly? Have you 
avoided misleading statements ? 

Do your advertisements tell cus- 
tomers what it means to possess fine 
jewelry? Do they tell customers about 
the newest trends in styles? Do they 
encourage readers to wear jewelry—to 


_ think of additions, replacements, and 


heirloom pieces to add to their jewelry 
wardrobe? Are your jewelry adver- 
tisements informative, helpful, accu- 
rate? Are you encouraging customers 
to come in and browse—knowing that 
to see lovely jewelry is to whet the 
desire for it? 

Consider well the tenor of your 
ads; then try to increase your adver- 
tising budget, improve the quality of 
your ads, and encourage your old cus- 
tomers and new ones to purchase the 
lovely merchandise you have available. 
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Retail Operating Ratios 


This section initiates a new service for retailers, to appear each 
year in the fall issue of the Journal of Retailing. The purpose is 
to inform retailers about sources and contents of analysis ratio 
reports made available to the trade through various channels. In 
order to make the service as complete as possible, we should ap- 
preciate receiving additional reports from any organizations pub- 
lishing them, as well as information from retailers about the 
availability of any reports not mentioned here. 


Cost of ‘Doing Business, A Survey for 
the Carpet Institute, by Dun and 
Bradstreet, Inc., 1954, 4 pages. 
No charge. 


One hundred and seventy-eight stores par- 
ticipated in the 1953 survey of retail carpet 
and rug operations. The participants repre- 
sented every section of the country and in- 
cluded department stores, furniture stores, 
and floor covering specialty stores. 

Highlights of the survey are: (1) gross 
margin on soft floor coverings as a per cent 
of sales in department stores 37.9, in furni- 
ture stores 3.5, and in floor covering spe- 
cialty stores 32.1; (2) net profit as a per 
cent of sales in department stores 3.8, in 
furniture stores 10.4, and in floor covering 
specialty stores 7.9 (the comment is made 
that some of the difference in profitability 
is a reflection of variations in accounting 
methods); and (3) annual turnover in all 
three types of stores 2.5 times a year. 


Fairchild’s 1954 Financial Manual. 
New York: Fairchild Publica- 
tions, Inc., 1954, 119 pages. $7.50. 


The latest edition of Fairchild’s Financial 
Manual lists 342 leading firms, an increase 
of eight over last year. These are classi- 
fied under Retail Corporations, Department 
Stores, Specialty Stores, Home Furnishings, 


Variety Stores, Mail Order Houses, Apparel . 


and Accessories, Hosiery and Knitwear, 
Shoes, and Textile Corporations. Each entry 
includes the address of the firm, the type of 
business, officers, directors, net sales and net 
profits for the past ten years, assets, liabili- 
ties, and statistical summary. 
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Facts in Grocery Distribution, 1954 
edition. New York: Progressive 
Grocer, 1954, 26 pages. No charge ~ 


The twenty-first annual survey of grocery 
distribution in the United States covers the 
operating expenses, margins, and profits mar- 
gins for 735 food markets. The findings 
generally show a rosy picture for food opera- 
tions in 1953, compared to 1952, with the 
larger stores outstanding. 


Hotel Operations in 1953. New York: 
Horwath & Horwath, 1954, 48 
pages. No charge. 


The twenty-first annual study of the finan- 
cial results of hotel operations covers 100 
hotels in 50 cities. The study shows a decline 
in room occupancy, an increase in room rates, 
and slightly lower profits in 1953 than in 
1952. It also reveals that the retrenchment 
in expenditures for repairs, maintenance, re- 
placements, and improvements, begun in 1949 
and temporarily reversed in 1952, was re- 
sumed in 1953. New features of this year’s 
report include summaries of the trends of 
hotel operations in general since 1929 and of 
room occupancy since 1920. 


1953 Furniture Store Operating Ex- 
periences, 21st Annual Report. 
Chicago: National Retail Furni- 
ture Association, 1954, 32 pages. 
Free exclusive to NRFA members. 


The latest operating experience report of 
the National Retail Furniture Association 
covers 200 individual ratios for five sales- 


(Continued on page 137) 
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Do Stores Favor Manufacturer- 
Paid Spiffs? 
(Continued from page 114) 
merchandise or as an _ advertising 
allowance.” 


Furniture store (under $1 million) — 
“This seems to be a direct benefit to 
respective suppliers at the cost of an 
all-out push for sales by salesmen. 
Would profit more by co-operative ad- 
vertising that applies store-wide.” 


Sixth, stores charge that “spiffs” 
represent an usurpation of their mana- 
gerial prerogatives by bedding manu- 
facturers. Store comments supporting 
this belief are: 


Department store (under $20 mil- 
lions).—“We do not pay spiffs of any 
kind to any person, believing this prac- 
tice directs salespeople in a way con- 
trary to that desired by management. 
We believe store should reserve all 
rights as to compensating personnel 
and directing their activities. . . .” 

Furniture store (under $1 million) — 
“. . . spiffs create an inordinate at- 
tempt on the part of salesmen to sell 
particular merchandise to the exclusion 
of other goods of possibly greater value 
—hampers the free exercise of retail 
management—causes loss of sales em- 
phasis... .” 

Furniture store (under $1 million) .— 
“We believe spiffs can interfere with 
the management of a business. We 
prefer the store to put the emphasis on 
bedding line to be pushed.” 

Furniture store (under $1 million) — 
“... control of sale of merchandise 
gets out of store hands—too much 
preference given to spiff merchandise 
against other merchandise which store 
may wish to sell.” 


Furniture store (over $1 million) ~ 
“We prefer to run our own business.” 


Seventh, stores do not believe in 
manufacturer-paid spiffs and think that 
practice should be abolished. Store 
comments reflecting this state of mind 
included : 


Department store (under $20 mil- 
lions)—““We very much desire the 
complete discontinuance of any spiffing 
by manufacturers.” 

Department store (under $20 mil- 
lions) —“Do not believe in spiffs— 
should be in store markup.” 

Department store (over $20 mil- 
lions ).—“Would like to discontinue all 
bedding spiffs.” 

Department store (over $20 mil- 
lions). — ‘None paid—contrary to store 
policy. Management does not believe 
in them.” 

Furniture store (under $1 million) — 
“We pay no spiffs. ... Personally 
think it is a bad idea—putting it 
mildly?” 

Furniture store (under $1 million) .— 
“We do not have spiffs as they will 
lead salespeople to sell what we may 
not want to push. . . . You get noth- 
ing out of that sort of deal. If we wish 
to push anything, we ourselves make a 
contest on the items.” 

Furniture store (under $1 million). — 
“No spiffs at all. I want my men to 
sell what is good for the customer. We 
decide at meetings what to push.” 

Furniture store (under $1 million) — 
“We don’t pay spiffs. Our men are 
paid more than average. Since all com- 
panies pay same spiff, they are no 
advantage.” 

Furniture store (over $1 million). — 


(Continued on page 138) 
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Retail Operating Ratios 
(Continued from page 135) 

yolume groups and six geographical-area 
groups. The findings disclose that, compared 
to 1952, the typical furniture store in 1953 
(1) experienced a decline in net profit as a 
per cent of sales for the third successive 
year; (2) realized a slightly higher gross 
margin rate on a somewhat lower sales 
yolume; and (3) paid out nine dollars in 
operating expenses. The typical furniture 
store carried about the same dollar inventory 
and managed about the same turnover rate 
in 1953 as in 1952. The collection rate on 
installment buying in the typical furniture 
store was slightly lower in 1953 than in the 
previous year. The most unfavorable aspects 
of furniture store operations in 1953, as re- 
vealed by the survey, were the higher payroll 
and lower production figures. 


1953 Retail Hardware Survey, by 
Harry A. Harlan. Indianapolis: 
National Retail Hardware Asso- 
ciation, 1954, 2 pages. No charge 
listed. 


The operations of 800 hardware stores are 
analyzed in this survey. The findings indicate 
that hardware stores in 1953, as compared to 
1952, (1) increased their sales; (2) realized 
higher gross margins; (3) spent more ex- 
pense dollars; and (4) earned smaller profits. 
The stores also improved their stock and 
capital turnover figures over the previous 
year. 


1953 Merchandising and Operating Re- 
sults of Departmentalized Stores, 
by Raymond F. Copes. New York: 
National Retail Dry Goods Asso- 
ciation, 1954, 303 pages. $2.00 to 
members, $3.00 to nonmembers. 


A record number of stores—469—contrib- 
uted to this report, which was compiled on 
IBM’s electronic processing machines for 
the first time. The results contained in this 
year’s M.O.R. are based upon the new Man- 
ual of Departmental Merchandise Content 
for Departmentalized Stores, which was is- 
sued last year. 


Fall 1954 


This twenty-ninth annual survey includes 
introductory sections on International Co- 
operation, The National Scene, The Depart- 
mentalized Store in 1953, and a chapter en- 
titled “Opportunity out of Adversity.” Then 
comes the significant tabulated material: 
1953 Typical Performance Data by Sales 
Volume Groups, 1953 Middle Range Data by 
Sales Volume Groups, 1953 Typical Per- 
formance Data by Federal Reserve Districts, 
Monthly Sales Ratios 1953, and Analysis of 
Publicity Expenses as compared with 1952. 

Mr. Copes is general manager, Control- 
lers’ Congress, National Retail Dry Goods 
Association. 


Operating Results of Limited Price 
Variety Chains in 1953, by Law- 
rence R. Robinson. Boston: Divi- 
sion of Research, Harvard Univer- 
sity Graduate School of Business 
Administration, 1954, 34 pages. 
$2.00. 


This report is the twenty-third in the 
series of studies by the Harvard Bureau of 
Business Research on the sales, margins, 
expenses, and profits of limited-price variety 
store chains. Like the preceding reports, it 
was sponsored by the Limited Price Variety 
Stores Association. A record number of 45 
chains operating 6,332 stores participated in 
the survey. As in 1952, the tabulation shows 
segregated results for the soda fountain, 
luncheonette, and restaurant business. 


Operating Results of Department and 
Specialty Stores in 1953, by Mal- 
colm P. McNair. Boston: Bureau 
of Business Research, Bulletin 
#141, Harvard University Grad- 
uate School of Business Adminis- 
tration, 1954, vi plus 62 pages. 
$4.00. 


The thirty-fourth annual report in the 
Harvard series on department store margins, 
expenses, and profits represents a transition 
to an expense classification based on the ex- 


(Continued on page 139) 
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Do Stores Favor Manufacturer- 
Paid Spiffs? 
(Continued from page 136) 
“No spiffs—only exception, old-age 
merchandise.” 


Conclusions 


Manufacturer-paid spiffs in the bed- 
ding industry span two marketing insti- 
tutional levels: manufacturer and re- 
tailer. Bedding spiffs are an interfirm 
practice, involving business and human 
relations under competitive conditions. 
While bedding manufacturers and re- 
tailers seek to maximize their respective 
sales, their individual means of attain- 
ing this objective are frequently at 
variance. The bedding manufacturer 
has only to move his own line of mer- 
chandise. The bedding retailer, on the 
other hand, is concerned with the dual 
problem of choosing between several 
manufacturers’ goods and then moving 
the goods after making his choice. 

Viewed against this background, the 
findings suggest several conclusions. 

1. If paid on an intrafirm basis and 
carefully planned and administered, 
spiffs should aid a firm materially in 
attaining desirable merchandising ob- 
jectives, such as moving higher priced 
and/or slow moving merchandise items. 

2. Used on a interfirm basis, spiffs 
are inherently a competitive weapon, 
subject to the abuses of competition 
and exceedingly difficult to administer 
effectively. 

3. Interfirm spiffs constitute an at- 
tempt on the part of a firm to tamper 
with the personnel of another firm and 
otherwise interfere with its manage- 
ment, 

4. The viewpoints of retail salesmen 


may have to be given consideration in 
any revision of current bedding manu- 
facturer-paid spiffs. 


Summary 


The survey findings indicate that a 
majority of stores are dissatisfied with 
manufacturer-paid spiffs in retail bed- 
ding operations. The stores appear to 
have taken a sound position. Bedding 
manufacturers are using spiffs as a 
competitive weapon. Stores feel that 
spiffs used in this manner handicap 
their operations and reduce their mark- 
ons. The stores also submit that the 
spiffs practices of the bedding manu- 


. facturers are confused, overlapping, 


and without purpose as far as they (the 
stores) are concerned. 

It would seem that manufacturer- 
paid spiffs in any type of retail opera- 
tion are doomed from their inception. 
The practice embodies the elements of 
its own destruction: competition and 
unsound business and human relations 
practices. It appears to be an abortive 
attempt on the part of a marketing 
institution at one level to invade the 
managerial prerogatives of a marketing 
institution at another level. In short, 
manufacturer-paid spiffs in retail bed- 
ding operations provide an excellent 
example of a business action, based on 
expediency rather than on careful plan- 
ning and research. 

Manufacturer-paid spiffs in retail 
bedding operations are in a confused 
state and need to be re-evaluated in 
terms of sound business and human 
relations practices. What is called for 
is a thorough re-examination of the 
problem. 


I 
per 
br 
by 
ing 
enl 
| alo 
cla: 
| 
of 
gai 
slig 
cor 
bra 
Re 
Re 
I 
bas 
by 
tre 
Fir 
sto 
yea 
jev 
pre 
ous 
fre 
| 
dec 
| ex] 
jev 
| cat 
| Se 
Fr 


RETAIL OPERATING RATIOS 139 


Retail Operating Ratios 
(Continued from page 137) 

pense center and production unit approach. 

In preparation for the change to the ex- 
pense-center basis, the customary functional 
breakdown in Section II has been modified 
by dropping the former subfunctional group- 
ing of the natural divisions in favor of an 
enlarged breakdown of the payroll division 
alone. Full transition to the new expense 
classification is predicted for the 1955 study. 

Section I presents a summary of 1953 
operating results and current trends. Sales 
of the reporting department stores scored a 
gain of 1.2% during the business year, a 
slight improvement over 1952. Section IV 
continues to provide special analyses on 
branch store effects, Lifo results, Federal 
Reserve districts, and spring and fall seasons. 

Professor McNair holds the Edward A. 
Filene chair of retailing at Harvard. 


Retail Jewelry Store Survey, Operating 
Cost and Method Study. 1953 
Operating Results, American Na- 
tional Retail Jewelers Association. 
New York City: Retail Jewelers 
Bulletin, August, 1954, 13 pages. 


Further expanded this year, the study is 
based on a survey of 136 stores, subdivided 
by annual sales volume. Several significant 
trends emerge from the charts and tables. 
First, the dollar sales of the average jewelry 
store showed an increase over the previous 
year for the first time since 1950. Second, 
jewelry stores realized a slight increase in 
profit percentage before taxes over the previ- 
ous year. Third, employee wages jumped 
from 9.7 per cent in 1952 to 13.1 per cent in 
1953... a 35 per cent increase. Turnover 
declined from 1.6 in 1952 to 1.1 in 1953. The 
expense figures suggest a need for retail 
jewelers to re-examine each store operation 
carefully. 

Richard E. Westervelt 


Second Annual Survey of Operations 
of Family Shoe Stores, a special 
survey and study made by Wash- 
ington University under a grant 
from Footwear News. New York: 


Fall 1954 


Fairchild Publications, Inc., two 
folio-size pages. No charge. 


By geographical area, shoe store sales in 
1953 showed irregular increases over 1952, 
with an average gain of 3.5 per cent. Stores 
in the larger cities generally made the largest 
increase. Employee salaries followed the 
pattern of regional variation found in 1952. 
New England enjoyed the lowest total pay- 
roll as a per cent of sales. 


Twenty-Fifth Annual Business Survey, 
National Association of Retail 
Clothiers and Furnishers Com- 
bined with Tenth Annual Men’s 
Wear Magazine Survey of Oper- 
ating Experience. New York: 
Fairchild Publications, Inc., 1954, 
15 pages. No charge. 


This survey was prepared by the Research 
Division of the New York University School 
of Retailing under a grant from Men’s Wear 
magazine. The report shows that, compared 
to 1952, men’s wear sales were slightly 
higher; but that item profits were down 
because of smaller gross margin and higher 
operating costs. 

Tabulations for each group of stores in- 
clude: (1) operating statement, (2) per- 
centage distribution of sales by month, (3) 
percentage distribution of publicity costs by 
month, (4) beginning-of-the-month stock- 
sales ratios and (5) miscellaneous merchan- 
dising, personnel, and productivity ratios. 


Who shops on 34th Street and 
Lower Fifth Avenue? 
(Continued from page 102) 
same proportion were planning to visit 
another store in the same area. This 
would seem to indicate that many shop- 
pers like to “shop around” . . . to see 
what the other stores in the same area 
are offering before making purchases. 
It would seem, therefore, that the 


_matter of store loyalty is a very tenu- 


ous subject and one that has not, by 
this survey at least, been definitely es- 
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tablished. The statement of most shop- 
pers that they bought most where they 
found the greatest value does not mean 
necessarily a majority of purchases; 
hence, at the present time, the findings 
do not point to any silver cord of 
loyalty binding the shopper to any one 
store. 

The findings of this survey portray 
the shopper patterns in the 34th Street- 
Lower Fifth Avenue areas for 1954; 
they are not meant to demonstrate a 
continuum of behavior, inasmuch as 
what’s true this year might very well 
not hold next year. The best way the 
retailer can gage the pulse of con- 
sumer demands and attitudes is to con- 
front the consumer with the questions 
that pertain to profitable merchandising 
performance. If a store doesn’t main- 
tain a sufficiently well-trained staff to 
conduct such research, there are pro- 
fessional research organizations that 
can provide the data needed for the 
best merchandising procedures. Or, 
why not call upon the services offered 
by the research divisions of universities 
specializing in the retail field? 

With these fact-finding aids avail- 
able, isn’t it poor business for a retail 
store to continue utilizing old-fash- 
ioned, trial-and-error merchandising 
techniques? Stabbing in the dark for 
the proper customer approach may 
eventually hit the profit target but it is 
a long, arduous, and often costly pro- 
cedure. Possession of the facts can 
lead to a more immediate profit for 
the retailer, more satisfaction for the 


shopper. 


Planning Your Branch Store 
(Continued from page 128) 

be forced to use different advertising 

media. Handbills, a “shopping news,” 


or even movie slides may be essential 
to assure adequate coverage of the 
trading area, but such ‘“‘sharpshooting” 
can pose real problems of organization 
in your central advertising department, 
Shopping centers frequently promote 
special events. Your branch will want 
to participate in them, but that will 
demand extra time and effort on the 
part of your sales promotion staff— 
time that may be difficult for them to 
find because of their other respon- 
sibilities. 

Ordinarily your personnel depart- 
ment will act in a staff capacity to your 
branch manager. In many cases, this 
department hires and trains branch- 
store personnel, while the manager is 


responsible for their operating super- 


vision. This dual authority can lead 
to serious difficulties unless personnel 
responsibility is spelled out clearly and 
continuous liaison is maintained. Re- 
member that you will want to hold the 
branch manager responsible for profits, 
but if you take away the authority to 
determine staff levels, he has a justi- 
fiable excuse for failure. On the other 
hand, giving him full personnel respon- 
sibility may lead him to skimp on per- 
sonnel so as to reduce costs, at the 
expense of sales. Here is a ticklish 
problem that deserves special manage- 
ment attention. 

Each division will have its own or- 
ganizational dilemma to attack and con- 
quer. Careful planning of such a major 
operation as branch expansion is never 
easy. However, when you have con- 
sidered and solved each question, you 
can be as confident as any retailer today 
that your new branch store will be 
among the sales and profit leaders of 
the branch store movement. 


